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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  Department  of  Commerce  and  Department  of  Administration  response(s)  thereto,  and  a 
reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


We  recommend  the  department  record 

expenditures  when  warrants  are  written 6 

Agency  Response:   Concur.   See  page  B-4. 

We  recommend  the  Department  of  Administra- 
tion follow  its  established  control  procedures 
to  safeguard  the  treasury  cash  account 6 

Department  of  Administration  Response:   Concur. 
See  page  B-10. 

We  recommend  the  department  establish  an 

efficient  system  for  Section  8  contract  payments 7 

Agency  Response:   Conditionally  Concur.  See  page  B-4. 

We  recommend  the  department  account 

for  the  Section  8  administrative  fee 

as  revenue  earned 8 

Agency  Response:   Concur.  See  page  B-4. 

We  recommend  the  department: 

A.  Establish  monitoring  procedures  to  ensure 
proper  reversion  of  county  land  planning 
funds  to  the  state  school  equalization  account. 

Agency  Response:  Concur.   See  page  B-5. 

B.  Determine  the  disposition  of  the  $46,244 
and  $38,304  in  funds  rebudgeted  in  excess 
of  the  amount  allowed  by  law  and  make  any 
necessary  reversions  to  the  state  school 
equalization  account. 

Agency  Response:   Does  Not  Concur.   See  page  B-5. 

C.  Seek  to  amend  the  law  requiring  a  fixed 

allotment  of  county  funds 10 

Agency  Response:   Conditionally  Concur.  See  page  B-5. 
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Recommendation  #6 


We  recommend  the  department: 

A.  Comply  with  its  responsibilities  under 
the  New  Motor  Vehicle  Warranty  Act. 

Agency  Response:   Concur.  See  page  B-5. 

B.  Evaluate  the  effectiveness  of  provisions 
under  the  Act  and  seek  legislation  to 
amend  the  law 


13 


Recommendation  #7 


Agency  Response:   Concur.  See  page  B-5. 
We  recommend  the  department: 

A.  Complete  the  compilation  of  financial 
statements  as  required  by  law  or  evalu- 
ate the  need  for  statutory  revision  of 
compilation  requirements. 

Agency  Response:   Concur.   See  page  B-6. 

B.  Establish  a  system  to  document  time  spent 
assisting  cities  and  towns  and  recover  the 
costs  incurred  providing  such  assistance. 

Agency  Response:   Conditionally  Concur.   See  page  B-6. 

C.  Spend  non-General  Fund  money  first  in  accor- 
dance with  state  law 


16 


Recommendation  #8 


Recommendation  #9 


Agency  Response:   Does  Not  Concur.  See  page  B-6. 

We  recommend  the  department  prepare  and  distri- 
bute the  county  collection  manual  required  by  state  law. 

Agency  Response:   Conditionally  Concur.   See  page  B-7. 

We  recommend  the  department: 

A.  Develop  documentation  of  the  Transfer  Warrant 
Claim  system,  periodically  review  and  document 
access,  and  ensure  complete  processing  of  trans- 
actions entered  on  the  system. 

Agency  Response:   Concur.   See  page  B-7. 


18 
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Summary  of  Recommendations 

B.    Perform  and  document  an  analysis  to  determine 
the  cost  effectiveness  of  using  the  Transfer 
Warrant  Claims  system 20 

Agency  Response:  Concur.   See  page  B-7. 

We  recommend: 

A.  The  Board  of  Barbers  perform  annual  inspections 
of  barbershops,  schools,  and  colleges  as  required 
by  law. 

Agency  Response:   Concur.   See  page  B-7. 

B.  The  department  meet  the  reporting  requirements 
for  weights  and  measures  and  abandoned  property 
set  forth  by  law. 

Agency  Response:   Concur.  See  page  B-8. 

C.  The  department  adopt  the  necessary  rules  as 
required  by  law,  or  evaluate  the  need  for 

statutory  revisions  of  rule  requirements 22 

Agency  Response:   Concur.  See  page  B-8. 

We  recommend  the  department  implement  procedures 
to  secure  cash  collections  by  separating  the 
cash  collection  functions  or  establishing  alter- 
native control  procedures 24 

Agency  Response:   Concur.   See  page  B-8. 

We  recommend  the  department  deposit  collections 

in  a  timely  manner  in  accordance  with  state  law 25 

Agency  Response:   Conditionally  Concur.   See  page  B-8. 

We  recommend  the  department  establish  procedures 

to  account  for  cash  receipts  and  reconcile  receipts 

to  amounts  deposited 26 

Agency  Response:   Concur.   See  page  B-8. 


Recommendation  #10 


Recommendation  #1 1 


Recommendation  #12 


Recommendation  #13 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Commerce  for  the  two  fiscal  years  ended  June  30,  1993.   The 
accompanying  financial  schedules  include  activity  related  to  the 
Board  of  Housing  (BOH),  the  Board  of  Investments  (BOI),  and 
the  Montana  State  Lottery  which  are  audited  separately  each 
fiscal  year.   Our  office  performed  the  audit  of  the  BOI  for  fiscal 
years  1991-92  and  1992-93.    Private  CPA  firms  under  contract 
with  our  office  performed  the  BOH  and  Lottery  audits  for  each 
of  the  two  fiscal  years.   The  Office  of  the  Legislative  Auditor, 
since  the  prior  audit  of  the  department,  has  completed  the 
following  audits  that  directly  affect  the  department:   Board  of 
Investments  (#92-3,  #93-3),  Board  of  Housing,  Montana  State 
Lottery,  Montana  Health  Facility  Authority  (#92-26),  and 
Montana  Science  and  Technology  Alliance  (#93SP-18). 


This  audit  report  contains  13  recommendations  designed  to 
improve  the  department's  operations  and  compliance  with  state 
laws  and  federal  regulations.   In  accordance  with  section  5-13- 
307,  MCA,  we  have  disclosed  the  cost,  if  significant  and  prac- 
ticable to  obtain,  of  implementing  these  recommendations. 


Background 


The  Department  of  Commerce  (department)  is  responsible  for 
encouraging  and  promoting  commerce-related  activities  in 
Montana  through  a  wide  spectrum  of  programs.   These  programs 
relate  to:  1)  economic  development  and  promotion;  2)  assistance 
to  local  governments  and  individuals;  and,  3)  business  regulatory 
services.   The  department  consists  of  several  divisions,  as  well  as 
several  entities  attached  to  the  department  for  administrative 
purposes.   The  Housing  Division,  the  Montana  Health  Facilities 
Authority,  the  Montana  Science  and  Technology  Alliance,  the 
Board  of  Investments,  the  Montana  State  Lottery,  and  the  Pro- 
fessional and  Occupational  Licensing  boards  are  administratively 
attached  to  the  department.    Following  is  a  description  of  the 
various  divisions  and  offices  comprising  the  department. 


Director  -  administers  the  department  and  its  divisions.   The 
director's  office  provides  the  department  with  executive,  admin- 
istrative, legal,  and  policy  guidance. 
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Management  Services  Division  -  provides  internal  support  to  all 
agency  programs.   Services  provided  include  budgeting,  account- 
ing, purchasing,  contracting,  personnel  administration,  payroll, 
and  training.   The  division  also  provides  analysis,  development, 
maintenance,  and  supervision  of  department  data  processing 
systems  and  hardware. 

Economic  Development  Division  -  provides  the  direct  technical 
assistance  component  of  the  state's  economic  development  pro- 
grams.  Included  in  this  division  are  the  Small  Business  Develop- 
ment Center  program  which  provides  direct  assistance  to  small 
businesses  in  financing,  marketing,  export  and  data  systems;  the 
Community  Development  Block  Grant  (CDBG)  program;  the 
Business  Location  program  which  provides  general  and  detailed 
research  assistance  to  firms  considering  expansion  in  or  reloca- 
tion to  Montana;  the  Office  of  Research  and  Information 
Services  which  provides  a  central  information  source  regarding 
the  Montana  economy;  and,  the  Pacific  Rim  program  which 
helps  Montana  businesses  to  compete  successfully  in  Asian 
markets. 

Housing  Division  -  is  responsible  for  helping  provide  decent, 
safe,  sanitary,  and  affordable  housing  to  lower  income  individ- 
uals and  families.   Moneys  are  made  available  through  the 
issuance  of  revenue  bonds. 

Montana  Health  Facility  Authority  -  helps  eligible  health  care 
institutions  access  the  tax-exempt  interest  market.   The  program 
issues  tax-exempt  bonds  to  finance  health  care  facility  projects 
at  interest  rates  significantly  below  those  which  would  be  avail- 
able at  taxable  bond  rates. 

Investment  Division  -  has  the  sole  authority  to  invest  funds  in 
accordance  with  the  Montana  Constitution  and  statutory  require- 
ments.  The  board  manages  four  investment  portfolios:    l)the 
fixed  income  portfolio;  2)  the  equity  portfolio;  3)  the  short-term 
investment  pool;  and,  4)  the  residential  loan  and  commercial  loan 
portfolio.   The  board  also  administers  several  different  programs 
which  issue  bonds  for  the  purpose  of  assisting  local  governments, 
cities,  and  school  districts,  or  provide  funds  to  improve  the 
state's  economy. 

Local  Government  Assistance  Division  -  operates  direct  service 
and  financial  assistance  programs.   The  Community  Develop- 
ment Bureau  provides  assistance  to  local  governments,  private 
developers,  and  citizens  in  the  areas  of:   public  works,  planning 
and  financing,  land  use  and  development  regulation,  capital 
improvement  planning,  local  government  issues  and  research  and 
development.   The  bureau  includes  the  Coal  Board,  the  Hard 
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Rock  Mining  Board,  CDBG  program,  and  the  Technical  Assist- 
ance program.   The  division  administers  the  Federal  Section  8 
Housing  Program  which  provides  decent  housing  to  eligible  low- 
income  families  and  individuals.   The  division  also  administers 
the  Local  Government  Audit  program  which  performs  financial 
and  compliance  audits  of  Montana  counties,  cities,  towns  and 
special  taxing  districts;  and  the  Local  Government  Systems 
program  which  exists  to  develop,  implement  and  maintain 
uniform  budgetary,  accounting  and  reporting  systems  for  cities, 
towns,  counties  and  single  purpose  districts. 

Montana  Science  and  Technology  Alliance  -  manages  two  invest- 
ment funds  for  the  purpose  of  strengthening  entrepreneurial 
business  development  in  Montana  by  encouraging  the  use  of 
innovative  technology  for  the  benefit  of  the  state's  economy. 

Coordinator  of  Indian  Affairs  -  serves  as  the  Governor's  liaison 
with  the  state's  Indian  tribes,  provides  information  and  policy 
support  on  issues  confronting  the  Indians  of  Montana,  and 
advises  and  makes  recommendations  to  the  legislative  and  execu- 
tive branches  on  these  issues. 

Financial  Institutions  Division  -  consists  of  the  financial  institu- 
tion program  responsible  for  chartering,  licensing  and  supervis- 
ing the  safety  and  soundness  of  state  chartered  banks,  savings 
and  loan  associations,  credit  unions,  sales  finance  companies  and 
escrow  companies.   The  State  Banking  Board  advises  the  director 
on  matters  relating  to  banking. 

Board  of  Horse  Racing  -  responsible  for  licensing,  auditing, 
supervising,  investigating,  and  regulating  the  horse  racing 
industry.   The  program  ensures  compliance  with  state  laws  and 
board  rules. 

Montana  State  Lottery  -  sets  policy  and  oversees  activities  and 
procedures  of  the  program.  The  program  director  coordinates 
the  lottery's  marketing,  operations,  security,  and  administration. 

Business  Regulatory  Services  Division  -  provides  for  the  admin- 
istration, management,  and  coordination  of  activities  of  the 
Building  Codes,  Milk  Control,  Professional  and  Occupational 
Licensing,  and  the  Weights  and  Measures  Bureaus. 

Montana  Promotion  Division  -  responsible  for  generating  reve- 
nues for  Montana  by  promoting  a  positive  image  of  the  state 
through  advertising,  publicity,  international  and  domestic  group 
travel,  as  well  as,  printing  and  distribution  of  publications  and 
marketing  to  production  companies. 


Page  3 


Prior  Audit  Recommendations 


Prior  Audit  Recommen-  We  performed  the  audit  of  the  department  for  the  two  fiscal 

dations  years  ended  June  30,  1991.   The  prior  audit  report  contained 

nine  recommendations  still  applicable  to  the  department.   Of 
those  recommendations,  the  department  implemented  seven,  par- 
tially implemented  one,  and  did  not  implement  one. 

Recommendations  not  fully  implemented  include  preparing  and 
distributing  a  county  collections  manual  and  compiling  the 
financial  statements  of  cities  and  towns.   These  issues  are 
included  on  pages  16  and  13,  respectively,  of  this  report. 
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Findings  and  Recommendations 


Section  8  Honsing 
Program 


The  low  income  housing  assistance  program,  referred  to  as 
Section  8  (CFDA  #14.856),  assists  low-income  families  in 
obtaining  decent,  safe,  and  sanitary  housing  through  a  system  of 
rental  subsidies.   The  U.S.  Department  of  Housing  and  Urban 
Development  (HUD)  enters  into  a  contract  with  the  department, 
which  enters  into  housing  assistance  payment  contracts  with 
landlords.   These  owners  rent  housing  to  eligible  low-income 
families.  The  following  three  sections  discuss  issues  noted 
during  our  review  of  the  Section  8  program. 


Unrecorded  Disbursements 
of  Cash 


During  our  audit,  we  identified  a  concern  relating  to  the  proce- 
dure followed  to  issue  warrants  to  the  landlords  participating  in 
the  Section  8  program.   The  department  pays  landlords  partici- 
pating in  the  program  at  the  beginning  of  each  month.    Depart- 
ment personnel  request  personnel  from  the  Accounting  Bureau 
of  the  Department  of  Administration  (DofA)  to  authorize  the 
release  of  warrants  before  the  corresponding  expenditure  for 
these  landlord  payments  is  recorded  on  the  Statewide  Budgeting 
and  Accounting  System  (SBAS).   Landlord  payments  approxi- 
mate $1  million  each  month. 


Prior  to  1991,  the  federal  funds  were  received  from  HUD  three 
to  four  days  after  the  release  of  the  warrants.   As  of  April  1991, 
the  department  receives  funds  from  HUD  on  the  first  business 
day  of  the  month.   Therefore,  the  transaction  for  the  landlord 
payments  can  be  processed  without  delaying  the  issuance  of  the 
warrants. 

There  are  essential  SBAS  controls  in  place  to  prevent  unrecorded 
disbursements  of  cash  from  the  treasury  account.   Controls 
prevent  warrants  from  being  written  unless  there  is  sufficient 
cash  in  the  account.    However,  because  an  expenditure  is  not 
recorded  by  the  department  for  these  warrants  when  they  are 
written  and  mailed,  these  controls  are  bypassed.   The  current 
procedures  intentionally  circumvent  the  DofA  established 
controls,  and  the  accounting  records  do  not  promptly  reflect  the 
expenditures  related  to  warrants  mailed  to  landlords. 
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Section  17-8-202,  MCA,  states  a  department  may  not  make  a 
charge  against  an  appropriation  unless  the  balance  of  the  appro- 
priation is  available  and  adequate.   Since  an  expenditure  is  not 
recorded  at  the  time  the  warrants  are  issued,  the  accounting 
records  do  not  reflect  the  appropriation  was  adequate  for  that 
expenditure. 

The  contract  between  the  department  and  the  landlord  states  the 
landlord  shall  be  paid  "on  or  about  the  first  day  of  the  month." 
Department  personnel  indicated  they  like  to  get  the  warrants  to 
the  landlords  by  the  fifth  of  the  month. 

Subsequent  discussions  with  both  Dof  A  and  the  department 
indicate  warrants  will  no  longer  be  released  prior  to  recording 
the  expenditure  on  SBAS. 


Recommendation  #1 

We  recommend  the  department  record  expenditures  when 
warrants  are  written. 


Recommendation  #2 

We  recommend  the  Department  of  Administration  follow 
its  established  control  procedures  to  safeguard  the  treasury 
cash  account. 


Section  8  -  Multiple  The  department  enters  into  housing  assistance  payment  contracts 

Warrants  with  private  owners  (landlord).   There  are  three  types  of  contract 

payments  dependent  on  the  program  in  which  the  tenant  is 
enrolled.   The  programs  are:  1)  the  certificate  program;  2)  the 
voucher  program;  and,  3)  the  moderate  rehabilitation  (mod 
rehab)  program.   Within  the  mod  rehab  program  there  are  13 
projects  where  the  state  assists  landlords  in  refurbishing  and 
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renovating  housing  units.    During  our  review  of  payments  to 
landlords,  we  identified  a  system  where  landlords  with  tenants 
enrolled  in  multiple  programs,  are  issued  multiple  state  warrants. 
For  e.xample: 

—   a  landlord  with  five  tenants  enrolled  in  only  one  program, 
will  receive  only  one  warrant. 

--    a  landlord  with  five  tenants  enrolled  in  each  of  the  three 
programs,  will  receive  three  warrants. 

--    a  landlord  with  five  tenants  enrolled  in  five  different  mod 
rehab  projects,  will  receive  five  warrants. 

We  reviewed  payments  to  landlords  for  one  month  and  identified 
148  landlords  who  received  multiple  warrants,  issued  on  the 
same  day.   We  identified  one  landlord  who  received  ten  warrants 
for  Section  8  contract  payments,  all  issued  on  the  same  day. 
These  warrants  are  mailed  individually.   We  also  determined  a 
separate  monthly  statement  itemizing  tenant  payments  is 
processed  and  mailed  for  each  type  of  payment  contract. 

This  system  of  multiple  warrants  and  multiple  statements  is 
inefficient.   Department  personnel  indicated  the  current  soft- 
ware does  not  have  the  ability  to  combine  the  payments  by 
landlord.    Personnel  indicated  they  are  in  the  process  of  chang- 
ing software  and  will  consider  a  feature  to  accumulate  informa- 
tion bv  landlord. 


Recommendation  #3 

We  recommend  the  department  establish  an  efficient 
system  for  Section  8  contract  payments. 
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Section  8  -  Administrative 
Fee 


Each  fiscal  year,  HUD  pays  the  department  a  fixed  administra- 
tion fee  based  on  the  number  of  housing  units  the  department 
administers.   If  the  department  does  not  spend  the  entire  admin- 
istration fee  they  are  allowed  to  accumulate  or  reserve  the  excess 
for  use  on  housing  related  projects.   In  fiscal  years  1991-92  and 
1992-93,  the  department's  administrative  reserve  totalled 
$2,948,847  and  $2,853,375,  respectively.   This  reserve  has  been 
accumulating  since  1978. 


The  department  accounts  for  this  reserve  as  deferred  revenue. 
According  to  state  policy,  deferred  revenue  identifies  amounts 
where  the  cash  has  been  received  but  not  earned.   The  effect  of 
deferring  revenue  decreases  revenue  and  ending  fund  balance. 
The  Section  8  administration  fee  is  earned  and  available  revenue; 
therefore,  it  should  not  be  deferred.   Department  personnel  said 
their  understanding  is  a  federal  account  cannot  maintain  a  fund 
balance  on  the  state's  accounting  records  at  fiscal  year-end. 
State  policy  says  there  should  be  no  fund  balance  reported  in 
most  federal  special  revenue  accounts,  which  is  the  reason  for 
deferring  most  federal  revenue.   However,  state  policy  also  notes 
a  careful  examination  must  be  made  to  determine  what  the  fund 
balance  consists  of  since  there  are  situations  when  a  federal 
account's  fund  balance  should  not  be  zero. 


Recommendation  #4 

We  recommend  the  department  account  for  the  Section  8 
administrative  fee  as  revenue  earned. 


County  Land  Planning 
Funds 


The  department  distributes  coal  tax  funds  from  the  county  land 
planning  account  to  each  county  in  Montana  based  on  a  formula 
provided  in  law.   The  counties  receiving  the  funds  use  them  for 
land  planning  purposes,  including  economic  and  capital 
improvement  planning.   Section  90-1-108,  MCA,  requires  every 
entity  receiving  county  land  planning  funds  to  provide  an 
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accounting  of  those  funds  at  the  end  of  each  fiscal  year.    During 
our  audit,  we  determined  the  department  does  not  have  adequate 
procedures  to  monitor  the  disposition  of  excess  county  land 
planning  funds. 


Reversion  to  the  State 
School  Equalization 
Account 


The  department  receives  an  annual  report  from  the  counties 
which  includes  the  amount  of  funds  received,  the  amount  of 
funds  carried  forward  from  the  previous  year,  the  amount  spent, 
the  amount  of  outstanding  claims,  and  the  amount  rebudgeted 
for  the  subsequent  fiscal  year.   By  law,  surplus  funds  may  be 
rebudgeted  for  planning  purposes,  except  that  funds  rebudgeted 
may  not  exceed  the  total  revenue  received  in  the  year  immedi- 
ately prior  to  the  budget  year.    Any  funds  in  excess  of  those 
rebudgeted  are  to  be  returned  to  the  department  for  reversion  to 
the  state  school  equalization  account  (SEA). 


We  identified  12  and  9  counties  in  fiscal  years  1991-92  and 
1992-93,  respectively,  reporting  rebudgeted  funds  in  excess  of 
the  amount  allowed  by  law.    Department  guidance  on  reporting 
county  land  planning  funds  tells  a  county  with  unspent  funds 
and  a  planning  project  in  progress  or  an  unmet  planning  need,  to 
rebudget  these  funds  for  expenditure  in  the  following  fiscal 
year.   There  is  no  mention  of  the  limit  to  which  the  county  may 
rebudget.   As  a  result,  counties  reported  $46,244  and  $38,304  in 
fiscal  years  1991-92  and  1992-93,  respectively,  in  excess  of  the 
amount  allowed  by  law.   The  department  did  not  receive  nine 
fiscal  year  1990-91  annual  reports,  one  fiscal  year  1991-92 
annual  report  ,  and  as  of  January  5,  1994,  the  department  had 
still  not  received  seven  fiscal  year  1992-93  annual  reports. 
Therefore,  the  disposition  of  those  funds  could  not  be  deter- 
mined. 


Resolution  for  Planning 
Projects 


When  a  county  rebudgets  surplus  funds  to  the  subsequent  fiscal 
year,  department  guidance  tells  the  county  commissioners  or 
county  planning  board  to  attach  a  resolution  or  letter  to  the 
annual  report  to  show  that  they  have  a  planning  project  for 
which  the  funds  are  being  rebudgeted.   Of  the  12  and  9  counties 
reporting  excessive  rebudgeted  funds  mentioned  above,  6  and  4 
annual  reports  for  fiscal  years  1991-92  and  1992-93, 
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respectively,  had  no  documentation  of  resolution  or  planned 
projects  to  support  the  rebudgeted  funds. 

Currently,  the  department  performs  a  cursory  review  of  the 
annual  reports.   Department  personnel  said  they  do  not  have  the 
resources  to  monitor  and  ensure  the  counties  are  reporting  the 
correct  amounts.   Personnel  indicated  they  rely  on  the  depart- 
ment's Local  Government  Services  (LGS)  function  to  identify 
reporting  errors.   Currently  this  compliance  issue  is  not  in  the 
LGS  standard  audit  program.   The  department  should  use  the 
annual  report  information  as  a  monitoring  tool  to  ensure  proper 
accounting  of  county  land  planning  funds  and  proper  reversion 
of  excess  funds  to  the  state  SEA. 

We  also  noted  the  formula  provided  in  law  for  the  distribution  of 
the  county  land  planning  funds  requires  a  fixed  allotment  of 
$3,000  to  each  county,  plus  a  percentage  of  the  remaining 
balance.   In  fiscal  year  1992-93  the  department  was  only  appro- 
priated funds  sufficient  to  allocate  $2,644  to  each  county.   The 
formula  as  it  reads  in  law  could  not  be  complied  with  due  to 
insufficient  county  land  planning  funds  received. 


Recommendation  #5 

We  recommend  the  department: 

A.  Establish  monitoring  procedures  to  ensure  proper  rever- 
sion of  county  land  planning  funds  to  the  state  school 
equalization  account. 

B.  Determine  the  disposition  of  the  $46,244  and  $38,304 
in  funds  rebudgeted  in  excess  of  the  amount  allowed  by 
law  and  make  any  necessary  reversions  to  the  state 
school  equalization  account. 

C.  Seek  to  amend  the  law  requiring  a  fixed  allotment  of 
county  funds. 
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New  Motor  Vehicle 
Warranty  Act 


The  state's  New  Motor  Vehicle  Warranty  Act  (Act)  of  1985 
generally  revised  the  warranty  law  increasing  the  minimum 
warranty  periods;  providing  remedies,  disclosures,  and  penalties; 
and  creating  an  arbitration  procedure.   The  Act  delegates  rule- 
making authority  to  the  Department  of  Commerce  (department) 
for  adopting  rules  governing:  1)  procedures  for  consumers  to 
implement  the  department's  arbitration  procedures;  and,  2)  the 
certification  and  audit  of  manufacturers  informal  dispute  settle- 
ment procedures.   The  following  section  discusses  concerns  we 
identified  regarding  department  responsibilities  under  the  Act. 


New  Motor  Vehicle  Arbi- 
tration Procedures  and 
Responsibilities 


Section  61-4-51 1,  MCA,  requires  the  department  to  certify  a 
manufacturer's  established  dispute  settlement  procedure  as 
conforming  with  federal  regulations  and  state  law.   The  manu- 
facturer's procedure  must  afford  the  consumer  an  opportunity  to 
appear  and  present  evidence  in  Montana  or  a  location  reasonably 
convenient  to  the  consumer.   By  law,  each  manufacturer  who  has 
established  a  procedure  is  required  to  submit  a  copy  to  the 
department.   The  department  is  then  required  to  review  the 
procedure  and  issue  a  certificate  of  approval  to  the  manufacturer 
when  the  procedure  meets  criteria  set  forth  in  law. 


—    Through  review  of  the  national  manufacturer  listing  and  the 
files  maintained  by  the  department,  we  determined  of  the  47 
manufacturers  identified,  15  files  contained  evidence  docu- 
menting department  certification. 

Section  61-4-512,  MCA,  requires  a  manufacturer  establishing  an 
informal  dispute  resolution  procedure  to  file  with  the  depart- 
ment, a  copy  of  the  annual  audit  of  the  procedures  required 
under  federal  regulations.   This  audit  includes  an  analysis  of  the 
investigation,  mediation,  and  dispute  follow-up  efforts  by  the 
manufacturer.   The  manufacturer  also  is  required  to  file  any 
information  the  department  may  require,  including  the  number 
of  refunds  and  replacements  made  during  the  period  audited. 
Department  personnel  indicated  the  purpose  of  receiving  the 
audited  information  is  to  gain  statistical  data  to  determine  recur- 
ring problems  with  specific  manufacturers.   The  department,  by 
law,  may  suspend  or  revoke  the  certification  upon  finding  that 
the  procedure  is  being  used  to  create  hardship  to  the  consumer. 
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--   We  determined  the  department  does  not  have  procedures  to 
ensure  it  receive  all  annual  audits  or  information.   Personnel 
said  the  department  does  not  have  the  staff  to  review  the 
reports  and  ensure  it  receives  reports  from  each  manu- 
facturer. 

Section  61-4-515,  MCA,  requires  the  department  to  provide  an 
independent  forum  (panel)  and  arbitration  procedure  for  settle- 
ment of  disputes  between  consumers  and  manufacturers  of  motor 
vehicles  that  do  not  conform  to  all  applicable  warranties.   By 
law,  a  consumer  may  bring  a  grievance  before  the  required 
arbitration  panel  if  the  manufacturer  involved  has  not  estab- 
lished a  procedure  that  has  been  certified  by  the  department  as 
conforming  to  the  laws  of  the  state.   A  consumer  may  also  appeal 
a  decision  rendered  as  a  result  of  manufacturer  procedures  by 
requesting  arbitration  by  a  department  panel. 

—    During  our  audit  we  determined  the  department  has  not 
established  an  independent  forum  or  arbitration  procedure. 

The  department  has  proposed  rules  to  establish  an  arbitration 
procedure  but  has  not  adopted  them.   Personnel  said  the  depart- 
ment does  not  have  the  resources  to  establish  and  implement  a 
new  motor  vehicle  arbitration  program  within  the  department. 
The  department  proposed  legislation  during  the  1991  Legislative 
Session  to  add  a  $1.00  fee  for  each  new  motor  vehicle  sold  to 
administer  the  Act;  however,  personnel  indicated  the  legislation 
did  not  get  introduced.   Currently  when  a  consumer  contacts  the 
department,  they  are  advised  of  their  rights  under  the  Act  and 
sent  a  copy  of  the  Act  and  an  address  of  and  contact  person  for 
the  manufacturer. 
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Recommendation  #6 

We  recommend  the  department: 

A.  Comply  with  its  responsibilities  under  the  New  Motor 
Vehicle  Warranty  Act. 

B.  Evaluate  the  effectiveness  of  provisions  under  the  Act 
and  seek  legislation  to  amend  the  law. 


Local  Government 
Services  -  Systems  Pro- 
gram 


The  department's  Local  Government  Services  (LGS)  systems 
program  develops,  implements,  and  maintains  the  uniform 
budgetary,  accounting,  and  reporting  system  for  local  govern- 
ments, including  cities  and  towns.   The  program  also  provides 
technical  and  special  assistance  on  accounting  and  reporting 
standards.   By  law,  the  department  is  responsible  for  compiling 
annual  financial  statements  for  those  cities  and  towns  which  do 
not  submit  a  copy  to  the  department.    During  the  prior  audit,  we 
identified  a  number  of  compilations  the  department  did  not 
perform  and  recommended  they  do  so  in  accordance  with  state 
law.   As  a  result,  the  department  proposed  amendments  to 
section  7-6-4113,  MCA,  eliminating  the  department's  responsi- 
bility for  compiling  unfiled  annual  statements.   The  legislation 
was  not  introduced. 


During  the  current  audit  we  determined  the  department  still  does 
not  compile  those  statements  as  required  by  law,  it  does  not  bill 
for  services  it  provides  as  permitted  by  law,  and  it  does  not  have 
a  system  to  document  and  support  the  time  and  effort  charged 
for  technical  assistance  to  those  cities/towns  which  it  does  bill. 

Compilation  of  Statements  -  Local  government's  annual 
budget  documents  and  financial  reports  are  submitted  to  the 
department.    Within  120  days  after  the  close  of  the  fiscal 
year,  each  city  and  town  (entity),  by  law,  is  required  to 
complete  a  statement  of  financial  condition  (statement)  for 
that  fiscal  year.   One  copy  of  the  statement  is  to  be  sub- 
mitted to  the  department.    If  an  entity  fails  to  file  a  copy 
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with  the  department,  the  department  is  responsible  for 
examining  the  appropriate  records  and  accounts  and  from  the 
examination,  compiling  the  statement. 

We  identified  nine  and  ten  statements  for  fiscal  years  1991- 
92  and  1992-93,  respectively,  not  filed  or  compiled.   Seven 
of  the  same  entities  continue  to  not  file  and  the  department 
did  not  compile  for  either  fiscal  year.   As  of  December  1, 
1993,  statements  for  11  cities  and  22  towns,  due 
September  30,  had  not  been  received.   Personnel  explained 
the  geographic  constraints  make  it  inefficient  to  travel  and 
compile  these  statements. 

Billing  for  Services  Provided  -  We  determined  the  depart- 
ment does  not  have  an  adequate  system  to  ensure  the  services 
it  provides  to  the  entities  are  being  billed.   We  noted  the 
department  provides  free  services  to  some  entities,  while  at 
the  same  time  billing  other  entities  for  services  not  supported 
by  time  and  effort  records.   Section  7-6-41 13,  MCA,  defines 
the  examination  of  applicable  records  and  accounts  necessary 
to  compile  an  entity's  statements  as  a  special  audit.   Accord- 
ing to  section  2-7-503,  MCA,  a  special  audit  requires  a  fee 
be  paid  by  the  local  government  entity  based  on  the  costs 
incurred.   Since  the  department  does  not  maintain  detailed 
records  of  the  actual  time  and  effort  spent  compiling  an 
entity's  statements,  the  department  does  not  ensure  a  local 
government  is  billed  based  upon  the  costs  the  department 
incurred. 

Current  procedures  allow  a  city  or  town  to  purchase  a 
contract  for  general  technical  assistance.   During  the  audit 
period,  the  department  offered  two  types  of  contracts. 
Type  A  contracts  include  assistance  with  compiling  the 
annual  statements,  while  type  B  contracts  provide  assistance 
specific  to  the  financial  reporting  system.   Each  contract 
allows  for  a  $30  per  hour  charge  for  assistance  given  in 
excess  of  the  cost  of  the  contract.   Although  type  A  contracts 
provide  for  compilation,  type  B  do  not;  therefore,  entities 
purchasing  a  type  B  contract  should  be  billed  the  total  costs 
incurred  in  compiling  the  statements.   For  type  A  contracts, 
we  determined  the  department  bills  the  entity  for  the 
contract  amount  and  absorbs  any  costs  in  excess  of  that 
amount. 

We  could  not  determine  the  entire  amount  of  technical  assis- 
tance provided  without  recovering  costs  due  to  a  lack  of 
documentation  tracking  the  type  of  assistance  given. 
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Unsupported  Charges  to  a  Federal  Grant  -  We  identified 
entities  with  neither  a  type  A  or  B  contract;  however,  the 
entities  had  a  Community  Development  Block  grant  (CDBG) 
contract  with  the  department  for  technical  assistance  with 
CDBG  (CFDA  #  14.228)  funds.    We  determined  these 
entities  are  billed  a  lump  sum  contract  amount  for  services 
provided,  without  a  record  of  time  and  effort  provided  to 
support  the  lump  sum  charged.   These  charges  include  the 
compilation  of  financial  statements.   This  compilation  is 
required  by  state  law  rather  than  a  federal  regulation.    As 
noted  above,  the  department  does  not  maintain  records  of  the 
type  of  assistance  or  the  effort  provided  an  entity  to  support 
the  charges.    Federal  regulations  require  expenditures 
charged  to  a  federal  financial  assistance  program  be 
supported  with  time  and  effort  records. 

Although  each  CDBG  contract  provides  for  an  hourly  rate  up 
to  the  contract  amount,  the  department  charges  the 
maximum  amount  without  detailed  justification  or  documen- 
tation of  services  provided. 

The  state's  General  Fund  provides  funding  for  LGS  program 
costs  which  are  not  recovered  from  local  governments.   In  fiscal 
year  1991-92  and  1992-93,  General  Fund  support  totalled 
$50,720  and  $51,175,  respectively. 

Section  17-2-108,  MCA,  requires  the  department  to  charge 
expenditures  against  non-General  Fund  money  whenever 
possible,  before  using  General  Fund  moneys.   In  fiscal  year 
1991-92  and  1992-93,  the  program  had  a  cash  balance  of  $85,748 
and  $94,770,  respectively,  and  no  General  Fund  support  remain- 
ing.  Non-General  Fund  appropriation  authority  remaining  at 
fiscal  year-end  1991-92  and  1992-93  totalled  $24,184  and 
$39,118,  respectively.   The  department  had  non-General  Fund 
moneys  available  to  spend  which  could  have  reduced  General 
Fund  support. 
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Recommendation  #7 

We  recommend  the  department: 

A.  Complete  the  compilation  of  financial  statements  as 
required  by  law  or  evaluate  the  need  for  statutory  revi- 
sion of  compilation  requirements. 

B.  Establish  a  system  to  document  time  spent  assisting 
cities  and  towns  and  recover  the  costs  incurred  provid- 
ing such  assistance. 

C.  Spend  non-General  Fund  money  first  in  accordance 
with  state  law. 


CoDDty  Collections 
Manual 


Section  7-6-2141,  MCA,  requires  the  department  to  prepare  and 
distribute  a  county  collections  manual  to  county  treasurers, 
setting  forth  the  procedures  and  forms  to  be  used  by  the  counties 
in  collecting  revenue  for  the  state.   The  manual  must  be  revised 
at  least  biennially.   We  have  recommended  the  department 
comply  with  this  section  of  the  law  for  the  past  several  audits; 
however,  the  department  has  not  prepared  a  county  collections 
manual. 


Many  state  agencies  provide  guidance  to  the  counties  for  agency 
related  activities.   However,  the  Department  of  Commerce  is  the 
established  liaison  between  local  governments  and  the  state.   The 
department,  through  its  Local  Government  Services  Bureau,  has 
the  responsibility  for  testing  compliance  with  state  law  by  the 
local  governments.   We  performed  a  limited  scope  study  of  the 
relationships  between  state  and  county  governments  (#92SP-61) 
in  May  1993  and  believe  a  manual  is  warranted.   For  example: 

—    State  law  requires  taxpayers  with  delinquent  taxes  to  pay 
both  halves  of  the  current  year  taxes  before  paying  one  or 
more  full  year  delinquent  taxes.   The  intent  of  this  law  is  to 
limit  the  amount  of  delinquent  taxes  that  remain  outstanding. 
In  interviews  of  21  county  treasurers.  4  do  not  follow  the 
requirements  of  the  law.   As  of  December  1993,  tests  of 
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delinquent  tax  procedures  are  not  included  in  the  scope  of 
the  department's  Local  Government  Services  audit  function. 

--    State  law  requires  the  Department  of  Transportation  to 

distribute  a  percentage  of  receipts  from  aircraft  registration 
fees  to  the  counties  in  which  the  aircraft  is  registered.    Each 
aircraft  owner  must  register  the  aircraft  in  the  county  of 
residence  or  in  the  county  of  principle  place  of  business 
unless  the  owner  files  an  affidavit  indicating  a  landing 
facility  in  another  county.   County  treasurers  are  confused 
concerning  where  to  distribute  aircraft  registration  fees. 
State  law  requires  distribution  in  the  same  manner  as 
personal  property  taxes.   However,  county  treasurers  are 
distributing  funds  to  the  county  in  which  the  plane  is  located 
regardless  of  an  affidavit  being  filed. 

—   State  law  requires  local  governments  receiving  county  land 
planning  funds  from  the  department  to  return  excess  funds 
to  the  department  for  reversion  to  the  state  school  equaliza- 
tion account.   Counties  with  surplus  funds  may  rebudget  an 
amount  not  to  exceed  the  amount  received  in  the  year 
immediately  prior  to  the  budget  year,  with  the  surplus 
returned  to  the  department  for  reversion.    As  discussed  on 
page  8,  counties  are  rebudgeting  amounts  in  excess  of  the 
amount  allowed  by  law.   As  of  December  1993,  tests  relating 
to  the  reporting  of  county  land  planning  funds  are  not 
included  in  the  scope  of  the  department's  Local  Government 
Services  audit  function. 

Based  on  the  limited  scope  study  of  relationships  between  state 
and  county  governments  and  the  current  audit  of  the  depart- 
ment, we  still  believe  a  county  collections  manual  would  be  cost 
beneficial  to  prepare  and  maintain.   Personnel  indicate  the 
manual  has  not  been  a  priority  and  the  resources  are  not  avail- 
able to  prepare  and  distribute  the  manual. 

Although  we  think  this  manual  would  provide  consistent  guid- 
ance to  counties,  we  recognize  there  may  be  costs  to  implement 
preparation.    However,  as  discussed  in  the  previous  report 
section,  the  Local  Government  Services  -  systems  program  had  a 
$94,770  non-General  Fund  cash  balance  and  appropriation 
authority  of  $39,1 18  available  at  the  end  of  fiscal  year  1992-93. 
In  addition,  if  LGS  recovered  the  costs  the  department  incurs 
compiling  financial  statements  the  resources  may  be  sufficient  to 
pay  for  the  compilation  of  the  county  collections  manual. 
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Recommendation  #8 

We  recommend  the  department  prepare  and  distribute  the 
county  collection  manual  required  by  state  law. 


Data  Processing 
Controls 


The  Department  of  Commerce  operates  a  computer  system  called 
Transfer  Warrant  Claims  (TWC)  on  its  minicomputer.   The 
system  processes  and  formats  information  for  single  vendor 
payments  to  be  entered  into  the  statewide  budgeting  and 
accounting  system  (SBAS)  through  remote  job  entry  (RJE).   We 
reviewed  controls  related  to  the  TWC  system  and  noted  concerns 
in  system  documentation,  electronic  access  controls,  and  process- 
ing controls.   These  concerns  are  discussed  below. 


Documentation 


Documentation  is  an  essential  component  of  maintaining  a 
computer  application.   Documentation  provides  a  description  of 
computer-processing  activities  and  its  impact  on  user  groups. 
Adequate  documentation  provides  a  starting  point  for  under- 
standing the  application.   According  to  industry  standards, 
documentation  should  include,  but  is  not  limited  to,  system 
design,  user  manuals,  access  request  forms,  error  correction 
procedures,  and  a  disaster  recovery  plan.   The  department  could 
not  provide  written  documentation  associated  with  the  TWC 
system.   Department  personnel  could  explain  processes  and 
procedures  related  to  the  above  mentioned  items;  however, 
without  proper  documentation  management  does  not  have  assur- 
ance system  activity  is  operating  within  the  required  control 
structure  and  state  accounting  policy. 


Access  Controls 


Access  controls  provide  electronic  safeguards  which  are  designed 
to  ensure  resources  are  properly  used  by  authorized  personnel. 
A  weakness  in  access  controls  increases  the  risk  of  improper 
changes  to  transactions,  whether  intentional  or  accidental. 
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While  reviewing  access  to  the  TWC  system,  we  noted  two 
individuals  had  access  to  functions  not  required  in  the  course  of 
their  duties.   Supervisory  personnel  in  the  Management  Services 
Division  and  data  processing  were  not  aware  of  the  access  until 
we  brought  it  to  their  attention.   In  addition,  one  employee  who 
no  longer  works  for  the  department  still  had  access.   Department 
personnel  indicated  there  are  not  written  policies  or  procedures 
for  terminating  access  when  an  employee  leaves. 

We  noted  management  personnel  responsible  for  the  TWC  system 
were  not  familiar  with  the  access  coding  and;  therefore,  could 
not  tell  what  type  of  access  an  individual  had.   Developing 
procedures  for  requesting  access  and  timely  reviews  of  access  by 
management,  would  provide  better  assurance  individuals  do  not 
have  unnecessary  access.   A  print-out  showing  each  individual's 
level  of  access  is  currently  available  and  could  be  used  by 
management  for  a  periodic  review  of  system  access. 


Processing  Controls  Processing  controls  are  designed  to  provide  reasonable  assurance 

processing  is  performed  as  intended.   Department  data  process- 
ing personnel  receive  reports  from  the  State  Auditor's  Office  and 
Department  of  Administration  (DofA)  each  time  information  is 
sent  through  RJE.    Data  processing  personnel  compare  the  batch 
totals  on  the  two  reports  to  make  sure  they  agree.    However,  a 
reconciliation  of  input  totals  (transactions  transmitted)  to  output 
controls  (transactions  processed)  is  not  performed.   Accounting 
personnel  could  take  a  copy  of  the  report  received  from  the  State 
Auditor's  Office  and  reconcile  the  batch  total  and  dollar  total  to 
the  document  log  created  by  the  TWC  system.   This  log  is 
created  before  information  is  transmitted  to  the  mainframe  for 
processing.   This  reconciliation  would  ensure  complete  process- 
ing. 


Summary  As  discussed  above,  the  TWC  system  is  used  to  prepare  single- 

vendor  expenditure  transactions  for  processing  on  SBAS.   The 
state's  on-line  entry  and  edit  system  (OE&E)  provides  the  same 
function  with  increased  capabilities  and  controls.   Currently,  the 
department  uses  both  applications  to  process  its  accounting 
transactions.   Based  on  the  control  weaknesses  we  identified  we 
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believe  the  department  should  consider  whether  it  is  cost 
effective  to  maintain  a  separate  system  for  entering  TWC  infor- 
mation on  to  SBAS. 


Recommendation  #9 

We  recommend  the  department: 

A.  Develop  documentation  of  the  Transfer  Warrant  Claim 
system,  periodically  review  and  document  access,  and 
ensure  complete  processing  of  transactions  entered  on 
the  system. 

B.  Perform  and  document  an  analysis  to  determine  the 
cost  effectiveness  of  using  the  Transfer  Warrant  Claims 
system. 


State  Compliance  We  tested  additional  compliance  with  laws  and  regulations 

applicable  to  the  department's  operations.   The  following 
instances  are  examples  of  noncompliance  with  state  laws  related 
to  various  department  functions. 

1.  Section  37-30-403,  MCA,  requires  the  Board  of  Barbers  to 
inspect  annually  each  barbershop,  school  and  college.   Upon 
inspection,  the  board  may  suspend  or  revoke  the  license  of 
any  barbershop,  school,  or  college  that  violates  statutory 
requirements  or  board  rules.   Currently  the  board  does  not 
perform  annual  inspections  to  determine  compliance  with 
statutory  requirements  and  board  rules.   The  board 
performed  109  and  83  of  the  293  necessary  inspections  in 
each  of  fiscal  years  1991-92  and  1992-93,  respectively. 
Board  personnel  said  the  board  members  who  perform  the 
inspections  do  not  have  the  time  to  perform  all  inspections, 
and  the  funds  are  not  available  to  pay  for  an  additional 
inspector. 

2.  By  law,  the  department  has  the  custody  of  the  state  standards 
of  weight  and  measure  and  supervises  the  weights  and 
measures  used  in  commerce  or  trade  use  in  this  state. 
Department  rules  include  specifications,  tolerances,  and 
other  technical  requirements  for  weights  and  measures 
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subject  to  inspection.   The  standards  are  designed  to 
eliminate  from  use  those  devices  that  are  not  accurate,  that 
will  not  repeat  their  indications  correctly,  or  that  facilitate 
the  perpetration  of  fraud. 

Section  30-12-204,  MCA,  requires  the  department  to  test  all 
weights  and  measures  used  in  checking  the  receipt  or 
disbursement  of  supplies  in  every  state-supported  institution. 
The  findings  of  these  tests  are  to  be  submitted  in  writing  to 
the  executive  officer  of  the  institution  concerned.   Currently, 
the  department  provides  inspection  reports  for  weighing 
devices  to  persons  directly  in  charge  of  the  weighing  device 
rather  than  the  executive  officer  of  the  institution.    Depart- 
ment personnel  said  the  report  is  given  to  the  individuals  in 
charge  of  the  weighing  device  because  these  are  the 
individuals  who  respond  to  the  findings. 

Unless  the  inspection  report  is  submitted  to  the  executive 
officer  of  the  institution  concerned,  management  is 
prevented  from  monitoring  the  accuracy  of  its  weights  and 
measures  and  identifying  recurring  problems  with  weighing 
devices. 

Section  70-9-314(5),  MCA,  requires  the  department,  in  the 
course  of  conducting  an  examination  or  investigation  of  a 
financial  institution,  to  identify  any  abandoned  property  and 
give  a  detailed  report  of  identification  to  the  Department  of 
Revenue  (DOR). 

The  department  currently  does  not  include  the  identification 
of  abandoned  property  in  its  examinations  of  financial  insti- 
tutions.   If  such  property  is  identified,  the  bank  is  notified 
and  requested  to  report  it  to  the  DOR.   Section  70-9-301, 
MCA,  requires  a  person  holding  money  or  other  property 
presumed  abandoned  to  report  the  property  to  the  DOR. 
Department  personnel  indicated  to  avoid  duplication  of 
reporting,  the  department  does  not  notify  the  DOR. 

The  department  has  not  adopted  rules  related  to  Sales 
Finance  Companies  as  required  by  law.   Section  31-1-211, 
MCA,  requires  the  department  to  adopt  rules  to  carry  out 
their  supervisory  function  over  the  Montana  Retail  Install- 
ment Sales  Act.    A  copy  of  the  rules  is  to  be  mailed  to  each 
applicant.  Currently  the  department  mails  a  copy  of  the  law 
to  applicants. 

Department  personnel  indicate  the  law  provides  all  of  the 
necessary  guidance  so  there  has  been  no  need  for  the 
adoption  of  rules. 
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5.    Section  32-1-437,  MCA,  states  the  department  is  required  to 
adopt  rules  regarding  bank  issuance  and  acceptance  of  drafts. 
Department  personnel  indicated  the  laws  related  to  issuance 
and  acceptance  of  drafts  are  self-explanatory  and  set  forth 
all  criteria  for  the  banks;  therefore,  adoption  of  rules  would 
be  redundant. 

Since  the  department  has  not  fully  complied  with  these  require- 
ments management  should  consider  whether  additional  resources 
or  statutory  revisions  are  more  appropriate.   The  department 
should  establish  procedures  to  ensure  compliance  with  its 
responsibilities  as  set  forth  in  law. 


Recommendation  #10 
We  recommend: 

A.  The  Board  of  Barbers  perform  annual  inspections  of 
barbershops,  schools,  and  colleges  as  required  by  law. 

B.  The  department  meet  the  reporting  requirements  for 
weights  and  measures  and  abandoned  property  set  forth 
by  law. 

C.  The  department  adopt  the  necessary  rules  as  required 
by  law,  or  evaluate  the  need  for  statutory  revisions  of 
rule  requirements. 


Collections  and  Deposits  The  Department  of  Commerce  has  a  responsibility  to  establish 

and  maintain  a  system  of  internal  control  over  money  it  receives. 
The  department  collects  approximately  $2.3  million  annually. 
We  noted  instances  in  which  the  department  could  improve 
controls  to  ensure  the  safety  of  money  collected. 
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Segregation  of  Duties  State  policy  requires  the  responsibilities  for  recordkeeping, 

authorization,  and  custodianship  be  separated  if  feasible.   In 
processing  cash  collections,  a  plan  to  achieve  separation  of  duties 
should  be  developed  whenever  sufficient  staff  is  available. 
Without  a  proper  separation  of  duties  employees  are  placed  in  a 
position  to  perpetrate  and  conceal  errors  or  irregularities  in  the 
normal  course  of  their  duties. 

During  our  review  of  cash  controls  we  noted  an  inadequate 
segregation  of  duties  at  several  department  locations.   Only  one 
of  these  locations  performed  an  independent  reconciliation  to 
ensure  that  all  collections  received  had  been  recorded  on  the 
SBAS. 

--   One  employee  at  the  Financial  Division  receives  all  of  the 
bank  examiner  fees,  ensures  the  proper  fee  was  received  by 
reviewing  support  documentation,  and  prepares  the  deposit 
which  is  taken  to  Management  Services  Division  (MSD). 

--    At  the  Board  of  Horse  Racing  one  employee  receives  cash, 
writes  receipts,  and  prepares  the  deposit. 

—   The  Professional  and  Occupational  Licensing  Bureau  (POL) 
is  comprised  of  32  boards.   At  the  majority  of  the  boards  one 
employee  opens  the  mail,  restrictively  endorses  the  checks, 
issues  the  certificates  or  licenses,  and  prepares  the  deposit 
and  collection  reports. 

--    At  the  Weights  and  Measures  Bureau  one  employee  is 

responsible  for  receiving  collections,  preparing  the  deposit  to 
send  to  MSD,  and  updating  a  computer  data  base  which 
identifies  petroleum  and  scale  license  amounts  by  license 
number. 

--   One  employee  at  the  Consumer  Affairs  Unit  receives  all 
collections,  writes  receipts,  records  collections  in  a  ledger, 
and  prepares  the  deposit. 

Improper  segregation  of  duties  weakens  controls  over  the  depart- 
ment's collection  and  reduces  the  chance  of  preventing  or 
detecting  errors  and  misuse.   The  department  should  improve 
internal  controls  to  ensure  the  safekeeping  of  cash  collections.   If 
feasible,  the  duties  of  personnel  responsible  for  the 
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recordkeeping,  authorization,  and  custodianship  of  cash  collec- 
tions should  be  separated. 

Centralizing  the  cash  collection  function  would  help  eliminate 
the  difficulty  of  separating  duties  at  each  location.   For  example, 
separation  could  be  achieved  by  having  one  employee  open  the 
mail,  restrictively  endorse  the  checks,  prepare  receipts,  and 
deliver  the  deposit  to  the  State  Treasury.   A  second  employee 
could  prepare  the  deposit  ticket  and  the  collection  report.   A 
third  employee  could  perform  a  reconciliation  of  the  total  collec- 
tions to  the  amount  recorded  on  SBAS.   If  separation  is  not 
feasible,  procedures  should  be  established  to  ensure  cash 
collections  are  secured.   For  example,  personnel  otherwise  not 
involved  with  the  cash  collections  could  perform  a  reconciliation 
between  the  number  of  licenses,  permits,  and  renewals  issued 
and  the  amount  of  revenue  recorded  on  SBAS. 


Recommendation  #11 

We  recommend  the  department  implement  procedures  to 
secure  cash  collections  by  separating  the  cash  collection 
functions  or  establishing  alternative  control  procedures. 


Deposits  Section  17-6-105(6),  MCA,  requires  state  agencies  to  deposit 

receipts  daily  when  coin  and  currency  exceeds  $100  or  total 
receipts  exceed  $500,  or  at  least  weekly  if  the  other  conditions 
are  not  met.  The  law  is  intended  to  safeguard  collections  and 
ensure  the  maximum  investment  income  for  money  received  by 
the  state. 

During  our  review  we  noted  the  Board  of  Horse  Racing  and  the 
POL  do  not  deposit  receipts  as  required  by  state  law.   At  the 
Board  of  Horse  Racing  we  found  numerous  instances  where 
deposits  were  held  for  over  a  week.    For  example,  on  March  16, 
1992  collections  exceeded  $500,  although  a  deposit  totalling 
$3,770  was  not  made  until  March  31,  1992.   Also,  on  January  4, 
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1993,  collections  totalled  $1,995  and  were  not  deposited  until 
January  14,  1993.   Each  separate  board  at  the  POL  prepares  a 
deposit  when  its  accumulated  amount  of  coin  or  currency 
exceeds  $100,  total  collections  exceed  $500,  or  at  least  weekly. 

The  department  should  establish  procedures  to  ensure  cash  is 
deposited  in  a  timely  manner  in  accordance  with  state  law.    By 
centralizing  the  function  of  cash  collections  the  department 
could  monitor  the  amount  collected  and  ensure  that  deposits  are 
made  when  coin  and  currency  exceeds  $100  or  total  receipts 
exceed  $500. 


Recommendation  #12 

We  recommend  the  department  deposit  collections  in  a 
timely  manner.  In  accordance  with  state  law. 


Cash  Receipts  The  Board  of  Horse  Racing  issues  numerous  licenses.   We 

reviewed  the  license  receipts  for  January  through  April  of  1992 
and  January  through  March  of  1993  and  noted  the  following 
questionable  practices  in  the  handling  of  the  cash  receipts  and 
licenses: 

1.  License  forms  for  1989,  1990,  1991,  and  1992  were  all  used 
in  fiscal  year  1991-92  making  it  difficult  to  track  the  total 
number  of  licenses  issued  in  a  given  year. 

2.  The  board  does  not  keep  a  record  of  the  number  of  licenses 
issued  each  year  to  enable  a  reconciliation  of  revenues 
received. 

3.  The  board  does  not  mark  on  the  receipt  whether  cash  or 
check  was  received  as  payment  to  enable  reconciliation  to  the 
deposit  ticket. 

4.  The  board  retains  the  original  license  and  gives  a  copy  to  the 
purchaser. 
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5.  Several  original  licenses  had  handwritten  changes  made  to 
the  payment  received  or  to  the  type  of  license  issued. 

6.  For  a  license  renewal  a  sticker  is  given  to  the  purchaser.   The 
board  has  no  procedures  in  place  to  ensure  they  account  for 
all  stickers. 

Because  of  inadequate  and  incomplete  documentation  and 
questionable  receipt  practices,  the  board  cannot  determine  if  all 
money  received  has  been  deposited.   The  board  indicated  they 
have  started  reviewing  deposit  activity  every  couple  of  months. 

We  also  noted  weaknesses  in  the  issuance  of  receipts  at  several  of 
the  boards  at  the  POL.   In  numerous  instances  both  the  original 
and  the  copy  were  missing  from  the  receipt  book.   In  addition, 
pre-numbered  receipts  are  not  always  used  and  a  record  is  not 
kept  of  which  receipt  books  have  been  issued.  The  current  cash 
receipt  practices  do  not  ensure  all  collections  are  deposited. 

The  department  should  improve  internal  controls  over  cash 
collections  by  establishing  procedures  to  account  for  cash 
receipts.   State  policy  recommends  using  pre-numbered  receipts 
and  maintaining  records  regarding  the  number  of  receipts  avail- 
able for  use.   Procedures  should  also  be  developed  for  perform- 
ing a  reconciliation  of  the  receipts  to  the  amount  deposited. 


Recommendation  #13 

We  recommend  the  department  establish  procedures  to 
account  for  cash  receipts  and  reconcile  receipts  to  amounts 
deposited. 
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Repayment  of  a  General 
Fond  Loan  and  the 
Continned  Existence  of 
the  Montana  Science 
and  Technology  Alliance 


The  1985  Legislature  created  the  Montana  Board  of  Science  and 
Technology  Development  and  its  staff,  the  Alliance  (MSTA). 
MSTA  administers  two  programs:  1)  the  Seed  Capital  Financing 
Program;  and  2)  the  Research  and  Development  program.   The 
two  programs  are  designed  to  strengthen  entrepreneurial  business 
development  and  encourage  the  use  of  innovative  technology  to 
benefit  Montana's  economy.   The  Seed  Capital  program  loan 
repayment  may  be  deferred  for  up  to  eight  years,  allowing  the 
company  to  use  revenue  for  working  capital  instead  of  debt 
service.   Research  and  Development  investments  are  structured 
as  loans,  but  no  loan  maturity  date  is  established.   Repayment  is 
not  required  until  the  project  or  process  is  commercialized. 


The  52nd  Legislature  removed  MSTA's  General  Fund  support 
and  placed  the  program  in  a  state  special  revenue  account  with 
the  intent  the  program  be  funded  with  revenue  received  from 
investments.    As  a  result  of  a  cash  flow  problem,  in  June  1993, 
the  Department  of  Commerce  requested  a  General  Fund  loan  of 
$400,000.   The  payback  of  the  loan  is  based  on  the  department's 
quarterly  revenue  projection  of  returns  on  investment  payable  by 
June  30,  1995. 

MSTA  borrowed  $400,000  to  provide  cash  to  fund  its  operations 
during  the  1994-95  biennium  based  on  projections  indicating 
there  would  be  sufficient  revenues  to  repay  the  loan.   We 
reviewed  the  department's  revenue  as  of  December  31,  1993. 
Our  review  indicates  the  MSTA  has  not  met  its  first  or  second 
quarter  revenue  projections.    MSTA's  beginning  cash  plus  the 
projected  revenues  available  to  repay  the  loan  total  $59,000  at 
December  31,  1993.   Revenues  actually  collected  at  December  31 
totalled  $12,597.   The  revenues  actually  collected,  lag  behind 
those  projected  for  loan  payback  by  37  percent.    In  addition,  one 
projected  revenue  source  for  the  third  quarter  has  been  reduced 
by  $87,462  or  50  percent  of  the  amount  originally  projected  for 
loan  payback.   MSTA  personnel  stated  as  of  March  8,  1994,  only 
$32,978  of  the  reduced  revenue  projection  has  been  collected.   If 
this  revenue  trend  continues,  we  are  concerned  the  department 
will  not  be  able  to  repay  the  General  Fund  loan. 
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We  are  also  concerned  about  MSTA's  ability  to  continue  opera- 
tions under  its  existing  funding  structure.    At  December  31, 
1993,  MSTA  expenditures  totalled  $178,109.   Personal  services 
comprised  70  percent  of  this  amount.   MSTA's  cash  balance, 
including  the  General  Fund  loan,  totalled  $273,940.   This 
balance,  plus  the  department's  revenue  collections,  must  see 
MSTA  through  another  18  months  of  operation.   Based  on  the 
expenditures  level  for  the  first  six  months  of  the  biennium,  we 
estimate  expenditures  plus  the  loan  repayment  at  $934,327. 


Fees  Commensurate 
With  Costs 


During  our  review  of  the  POL  accounts,  we  identified  16  boards 
whose  revenues  exceeded  expenditures,  causing  an  increase  in 
fund  balances  and  1 1  boards  whose  fund  balances  are  in  excess 
of  a  full  year's  expenditures.   Section  37-1-134,  MCA,  requires 
POL  boards  to  set  fees  reasonably  commensurate  with  the  costs 
of  their  programs.   Some  boards  are  continually  building  fund 
balance  and  fees  charged  are  not  commensurate  with  costs. 


In  our  prior  audit  report,  we  recommended  the  department 
continue  its  effort  to  work  with  the  POL  boards  to  set  fees 
commensurate  with  costs  as  required  by  state  law.   During  our 
current  audit,  we  determined  the  department  has  advised  against 
fee  increases  for  various  boards  proposing  such  an  increase; 
however,  the  boards  are  autonomous  and  have  the  discretion  to 
increase  fees. 

The  following  table  identifies  specific  POL  boards,  their  fiscal 
year  1992-93  revenues  and  expenditures  and  their  fund  balance 
at  June  30,  1993. 
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Table  1 

Fiscal  Year  1992-93  Fifid  Balance 

Analysis 

Fiscal  Year 

Fiscal  Year 

Fiscal  Year 

1992-93 

1992-93 

1992-93 

BOARD 

Revenues 

Expendi  tures 

Fund  Balance 

Alternative  Health  Care 

$  21,625 

$  12,006 

$  5,876 

Architects 

25,116 

41,061 

64,384 

Athletics 

15,750 

16,137 

12,991 

Barbers 

21,485 

27,205 

14,072 

Chiropractors 

36,751 

32,209 

11,460 

Cosmetologists 

120,765 

183,823 

292,235 

Dentists 

89,601 

100,909 

117,270 

Hearing  Aid  Dispenser 

14,005 

15,108 

19,980 

Landscape  Architects 

11,357 

10,206 

5,836 

Medical  Examiners 

405,247 

338,431 

480,469 

Morticians 

24,095 

23,569 

42,327 

Nursing 

309,036 

364,645 

361,569 

Nursing  Home  Administrators 

14,910 

18,387 

42,650 

Occupational  Therapists 

9,610 

5,261 

44,515 

Outfitters 

152,425 

134,390 

230,588 

Passenger  Tramway 

23,121 

20,509 

98,453 

Pharmacists 

200,883 

154,482 

142,774 

Physical  Therapist 

9,990 

20,198 

71,943 

Polygraph  Examiners 

1,900 

975 

8,136 

Private  Investigators 

23,524 

22,363 

66,877 

Professional  Engineers 

70,759 

84,467 

216,380 

Psychologists 

25,110 

26,868 

21,865 

Public  Accountants 

221,865 

194,455 

160,755 

Radiologic  Technologist 

32,450 

19,241 

106,179 

Real  Estate  Appraisers 

54,432 

30,721 

80,682 

Realty  Regulation 

288,976 

304,337 

129,660 

Respiratory  Care 

15,872 

9,023 

8,339 

Sanitarians 

8,000 

7,858 

21,456 

Social  Workers 

69,835 

34,406 

210,723 

Speech  Pathologist 

12,085 

10,078 

22,214 

Veterinarians 

28,200 

28,299 

30,495 

Optometrists 

25,090 

29,904 

34,729 

Source:  Conpiled  by  the  Off 

ice  of 

the  Legislative  Auditor 

Most  POL  boards  receive  the  majority  of  their  funding  during 
their  license  renewal  month.    For  this  reason,  at  June  30,  1993 
the  boards  need  to  maintain  a  fund  balance  sufficient  to  pay 
their  expenses  until  the  next  license  renewal. 

We  commend  the  department  for  making  a  continued  effort  to 
decrease  board  fund  balances. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Independent  The  auditor's  opinion  issued  in  this  report  is  intended  to  convey 

Auditor's  Report  to  the  reader  of  the  financial  schedules  the  degree  of  reliance 

which  can  be  placed  on  the  amounts  presented. 

We  have  included  paragraph  four  in  the  independent  auditor's 
report  to  qualify  our  opinion  on  the  Schedule  of  Changes  in 
Fund  Balances.  The  reader  should  use  caution  when  using  the 
financial  information  in  this  schedule. 

Our  opinion  on  the  Schedules  of  Budgeted  Revenue  -  Estimate 
and  Actual,  and  the  Schedules  of  Budgeted  Program  Expendi- 
tures and  Transfers  Out  by  Object  and  Fund  -  Budget  and 
Actual  means  the  schedules  are  fairly  stated  in  all  material 
respects  and  the  user  may  place  reliance  on  the  information  pre- 
sented and  the  supporting  accounting  records. 
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SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

PO  BOX  201 705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

FAX  406/444-3036 

INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Commerce 
for  each  of  the  two  fiscal  years  ended  June  30,  1992  and  1993,  as  shown  on  pages  A-5  through  A- 
15.   The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the 
department's  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules 
based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.   The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

As  more  fully  described  in  note  1 1  to  the  financial  schedules,  the  department  has  included 
a  long-term  liability  for  the  State  Fund  payroll  tax  bonds  in  its  Enterprise  Fund  which  understates 
the  fund  balance  at  June  30,  1993  by  approximately  $138  million  on  the  Schedule  of  Changes  in 
Fund  Balances. 

In  our  opinion,  except  for  the  effects  of  recording  a  liability  as  discussed  in  the  previous 
paragraph,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the 
results  of  operations  and  changes  in  fund  balances  of  the  Department  of  Commerce  for  the  two 
fiscal  years  ended  June  30,  1992  and  1993,  in  conformity  with  the  basis  of  accounting  described  in 
note  1. 


Respectfully  submitted. 


Imes  Gillett,  CPA 
Deputy  Legislative  Auditor 


December  31,  1993 
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DEPARTMENT  OF  COMMERCE 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


FUND  BALANCE:  July  1,  1991 


General  Fund 


Special 

Debt 

Revenue 

Service 

Funds 

Funds 

Internal 
Enterprise     Service    Expendable 
Funds        Funds 


Nonexpendable 
Trust  Funds    Trust  Funds 


$10.093.554   $1.305.100    $  67.065.573  $  593.276   $2.164.374     $73.676.018 


ADDITIONS 
Fiscal  Year  1991-92 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  to  Fund  Balance 
Cash  Transfers  In 
Prior  Year  Revenue 

Fiscal  Year  1992-93 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Prior  Year  Transfer  In  Adjustments 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  to  Fund  Balance 
Cash  Transfers  In 
Prior  Year  Revenue 
Total  Additions 


3,680,293 

24,161,848 

■  554 

2,638 

19,620 

6,105 

30,408 

623,944 

9,528,954^^ 

329 

4,561,131 

28,704,679 

515 

2,487,391 

51 

41,466 

12,682 

14,190 

900,059 

8,427,282"^ 

(529) 

9.846.420 

73.357.190 

31,360,049 

68,779,591 

78,666 

304,178 


66,820,665 
2,759,499-^ 


3,580,242 

2,057 

890 

1,086 


39,953,778    3,618,000 


1,472 


5,194 
17,363 


3,798.554 


210.056.426    7.226.304 


4,505,539 
239,402 


12,452,637 


20.996.132 


REDUCTIONS 
Fiscal  Year  1991-92 
Budgeted  Expenditures  &  Transfers  Out 
Support  To  State  Of  Montana 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditures 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Prior  Year  Expenditure  Adjustments 
Nonbudgeted  Prior  Year  Expenditure  Adjustments 
Cash  Transfers  Out 

Fiscal  Year  1992-93 

Budgeted  Expenditures  &  Transfers  Out 

Support  to  State  of  Montana 

Nonbudgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditures 

Prior  Year  Revenue  Adjustments 

Direct  Entries  to  Fund  Balance 

Prior  Year  Expenditure  Adjustments 

Nonbudgeted  Prior  Year  Expenditure  Adjustments 

Cash  Transfers  Out 

Prior  Year  Transfers-Out  Adjustments 

Total  Reductions 

FUND  BALANCE:  June  30,  1993  $ 


2,739,196 

32,278,112 

38,791,895 

1,591,320 

2,634 

859 

32,551 

185,053,213 

1,582,251 

1,305, 

,100 

2,516,694 
2,999,210 


9.846.420 


35,895,818 

2,487,347 
(4,001) 
2,834 
400,059 


72.678.464 


$10,772,280 


1.305.100 


83,664 


214,835    2,164,374 


548,178 


17,536 
(15,884) 

(47,740) 
30,680 

25,040,206 

48,874,946 

3,572,711 

7,244,941 

55,595,836^ 
17,500 

364,655 
754,383% 
(1,663,931)^ 

(20,583) 

4,000 

31,343 

48.784 

327.790.149 

7.307.145 

2,164 

,374 

37.381.879 

i(50.668.150) 

$     512.435 

$ 

0 

$57,290,271 

-  See  note  5  on  page  A- 12. 
^  See  note  9  on  page  A-14. 
,  See  note  10  on  page  A-14. 
See  note  6  on  page  A- 12. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
schedules  beginning  on  page  A-9. 


Additional  information  is  provided  in  the  notes  to  the  financial 
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DEPARTMENT  OF  COMMERCE 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TUO  FISCAL  YEARS  ENDED  JUNE  30,  1993 


Licenses 
and 

Permits 


Charges 
for 
Services 


Investment 
Earnings 


Fines  & 
Forfeits 


Sale  of 
Documents  & 
Merchandise 


Other 
F  i  nanc  i  ng 
Sources 


Taxes 


Grants, 
Contracts 
&  Donations 


Federal 


Federal 

Indirect 

Cost 

Recoveries 


Total 


Fiscal  Year  1992-93 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  477,650  $    30,200 
481.198      37.405 


3.548  $ 


7.205 


1,350   $  2,000 
1,495        0 


145   $(2.000) 


11.000 
7.834 


$  4.137,000 
4.033.199 


(3,166)    $  (103,801) 


$  4,659,200 
4,561.131 

$    (98.069) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$2,160,005  $  2,911.880 
2.353.261    3.055.345 


$   449,916 
332,208 


$  9,100 
5,283 


16,508 
6,564 


$  193,256  $   143,465     $  (117,708)  $(3,817)   $    (9,944) 


$  2,500,000  $230,000  $  785,692  $  43,687,562 
2.500.000   267.804    546,059    19,638,155 


_0     $  37,804     $(239,633)  $(24,049,407) 


$  52,750,663 
28,704,679 

$(24,045,984) 


ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


4,000  $  3,236,500 
5.650    2.965.986 


89,500 
76,761 


1,650  $  (270,514)    $   (12,739) 


$34,807,700 
36,762,973 

$  1,955,273 


136,342 
142,408 

6,066 


$  38,274,042 
39.953.778 

$     1.679.736 


INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  2,550,749 
2.731,535 

$   180,786 


$     1 , 000 
510 

$      (490) 


$833,000 
885,955 

$  52,955 


$  3,384,749 
3,618,000 

$    233,251 


NONEXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$    60,000     $  6,750,000 
(93,922)      4,599,461 

$  (153,922)    $(2,150,539) 


$  6,810,000 
4,505,539 

$  (2,304,461) 


Fiscal  Year  1991-92 
GENERAL  FUND 

Estimated  Revenue 

Actual  Revenue 

Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

NONEXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  492,650 
456,866 

$ 

17,000 
21,193 

$ 

201,500 
1,581 

$  2, 

,000 
,000 

$ 

11,000 
12,349 

$  5 
_1 

,677,918 
,187,304 

$  (35,784) 

$ 

= 

$ 

4,193 

$_ 
$ 

(199,919) 

428,713 
339,317 

$iL 

$  8 
_S_ 

,000) 

,100 
,788 

$ 

$ 

1,349 

8,508 
13,148 

$(2^490,614) 

$  3,314,750 

814,750 

$281,797 
327,287 

$2,508,661 
2,399,261 

2,657,008 
2,649,956 

$  694,692 
553,543 

$  (109,400) 

$_ 
$ 

(7,052) 

4,221,230 
2,525,508 

$ 

= 

$ 

(89,396) 

1,573,995 
766,311 

$(2,312) 

$ 

4,640 

$(2 

,500,000) 

$  45,490 

$(141,149 

$    4,000 
4,350 

$29,201,700 
27,922,397 

$ 

142,511 
141,483 

$      350 

$( 
$ 

:i, 695, 722) 

$_ 

(807,684) 

$(i 
$ 

,279,303) 

1,000 
720 

$ 

(1,028) 

2,652,481 
2,773,774 

$ 
$ 

121,293 

$ 

5,600,000 
3,866,729 

$ 

(280) 

$ 

48,000 
0 

7,500 
(68,175) 

$ 

(75,675) 

$(1,733,271) 

$ 

(48,000) 

17.058.798 


$749,470 
805,748 

$  56,278 


$  6,402,068 
3,680,293 

$  (2,721.775) 


$  45,516,122 
24,161,848 

$(21,354,274) 


$  35,143,436 
31.360.049 

$  (3.783.387) 


$  3,402,951 
3,580,242 

$    177,291 


$  5,655,500 
3,798.554 

$  (1,856,946) 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 
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Inforaation 

«i8*.m 

230. *26 


7.959  129.015  250. *8B  68.059  2.111.971 


m.m     *«M.069 


302.080 
37.3*9 
58.516 
*5.836 
31.1*9 

29.036 
191.97* 


9.622 

8,*2S 
6,251 
3,571 
9.9*6 

5,191 
28,169 

*''75 


Sarvicat- 


H2-179 
786.725 


9,678 
12,632 
18,*09 
70.270 
17,*00 

6.290 
93,677 

228.356 


Sarvicaa' 


I  Local 

fit         6i,mii  —  it 
iUsiitanct 
AOinittration 


t    63*, 5*6  t    85,688        8      93,788 


1«-111 

jSLiSl 


1.862 
1.009 
*.*6* 
2*. 093 
1,666 

1,350 
15,122 


19.893 
11}.W1 


1,265 


9,967 

3Em 


Montana 

aullding 

Indian 

Naattti 

Sciaraa 

Montana 

Montara 

Board  of 

Dlractor/ 

Codas 

«ffair« 

Facilitias 

1  Tadi 

8oard  of 

Invaataantt 

ttata 

Horaa 

luraau 

Coordinator 

Author itv 

AUi»n?« 

Homina 

P*»iti9n 

Lmin 

Mtim. 

Sarvicaa 

total 

t        8**.*91 

t       102,228 

»       *«,722 

«        2*2,551 

t    Q2,230 

8      980,503 

t      92*, 1*8 

t          79,378 

(      653,171 

t  8,739,5(5 

6,050 

2,*00 

3,025 

6,100 

10,*00 

22,553 

1,850 

131,153 

213.093 

22.092 
124.320 

S,J7« 

47.615 
293.191 

'■ii.m 

225. *58 

15.173 
V4.W1 

J.W.19* 
H.?15.yr^ 

l.OW.W^ 

1. 172.15? 

39,33* 

6,077 

52,9*8 

65,3*5 

559,627 

9*, 2*0 

7,256,921 

27,5*7 

61,3*0 

10,773,172 

**,175 

388 

1,513 

5,0*1 

6,960 

*0,257 

112,939 

2.937 

7.(51 

*71),388 

53,719 

6,028 

2,800 

16,530 

27.650 

*0,23* 

767,93* 

6.607 

16,21* 

*,*S*,56* 

67,361 

11,715 

9,518 

28,68* 

19.393 

26,662 

35,821 

20.015 

10,268 

9*4,729 

19,586 

5.33* 

1.903 

18,31* 

30.629 

122,917 

78,7*5 
15,000 

3.27^ 

20,181 

567,852 
17,7*8 

21,3*8 

715 

80 

2,378 

32.0*5 

*3,716 

82,287 

2.215 

9,752 

311,503 

185,835 

13,188 

11,68* 

30,*12 

*9,*S3 

129,956 

17,929,199 

22,826 

U,7*0 

20,303,727 

11.891 

*lt.05« 

«5.?25 

WW 


*1.U5 


M-5M 


1"-70* 


725.557 


W.982     it^mjas. 


K.Z26 


H03**     &,isii.m 


nutPMEiiT  /ue  mwciBLE  amti 

EqulpMnt 
Intanflbla  Aaaata 
Taial 

locu  AnitTwa 
trm  ttata 

Talal 


2,*3* 


32.208  2.*3*  5.956 


32,078 


^■726 


139,8*7 
»»»*7 


1-764.3*3 
1-766.3*3 


118.99* 

12!»16 

H1-»1° 


13.895 
1^676 
15-571 


1*,26* 


2,8*7 


i.W 


»-°g 


*,675 


jum. 


66,135 
'>.ifi 


75-338 


«^-5" 


H.W 


5*1,773 
>*-3** 
578-137 


1 ■766.3*3 
1.7t4.W 


OUWTI 
EfS  llata 

Pro  radaral 
Pr^  othar 
Total 


■■Fill  I  CUINI 
To  Indlvlduala 
Total 

TunFin 

Accowitlnf  Intlty  Tranafara 
Mandatory  Tranafara 
Tetal 

OUT  aivia 

aanda 

Inalallaant  furduMa 
Taial 


1,572,5*7 

150.000 

1-722.5*7 


2,500,000 
2-50O.0O0 


1-W 


1-1M 


1,275,501 
16,511,651 

17.787.152 


♦1,733 
»1-733 


30,675 

302 


*«i 


ft.m 


1,376,210 
0 

i 

1.?7t.i19 


1  67.323    8*18.713    «  952.093    82*2.096    83.309.395    »  5.971.220   87.388.032    819.336.*53    8315.172     81.121.078    8  203.8*0    8  125.902    8  1.516.161    8   165.765    8  136.0*7    8  1.8«0.7»0 


iidfatad 

Actial 

1           1 

8*32,772 

M0.71} 

8  972,818 

8305,139 
t  63.0*3 

82,505,855 

8       706,996 
7W.09* 

8       i.y«2 

>  3,589,  lU 

2.766.126 

»      823.020 

>     500,000^ 
'     500.000 

17,8*7,7*2 

1      252,280 
252.270 

U18,52a 

}1>,17J 
t_ij*s 

8 

91,733 

91.733 

i 

8    50,675 
50.675 

Una«iant  tui^l  tutlMrlty 

8                 10 

8              0 

vcciu.  ifvnu  Fue 

BudHlad 

«ctial 

unapant  Btl^l  Autkorlly 

828, 37*, 077 

i?.»*.in 

nrmMiK  fubi 

hdHtsd 

•ct^al 

unapant  Budpal  AutHorlty 

81 

1 
t 

.339,716 

8  192,283 

153.165 
8  .39 J 18 

inmu  Kin^ia  fubs 

tudiatad 

•ctual 

IMpant  Bu^al  Auttiorlty 

8  88,615 

.ALffi 

8     1.292 

81,002,025 
969.696 

8_2ue 

nCXPtlBA8U   TIUtT   FUBI 
luOHtad 
Actual 
unapant  8i4at  Authority 

8  2,500,000 

2.500.000 

8                  0 

0,059 


113,258 
102.995 


8     1,*(S,51*         8       107,380 

l-tg-IM  M-770 

8  2.*11         8        U.610 


8        *62,*73 

HiJSl 

* lUS 


8     1,600,*09 

i-i»t-ow 
* iSiJa 


*,7U,9*1 

*.7**.9*T 

9,372,1(9 
&JK 

tyjUjii  »i5.a95.02i 


»-«*«-M7 


«*■«»»''  * m^SL  »__Si2AJ2 


8  9.618.909 

9.587.190 

8         31.719 

8 
8"" 

215,965 

101  .«7 

81,98*, 778 

838,517,309 

8  1,575,901 
1.562.890 

8         13.011 

8  6,750,000 

^.7**.«1 

2,651,711 
18,08*,  198 


21 -ZW 

iLm 

7,387,3*9 

JJtLl2Z 

itjBt.2a 

♦,372, 1(» 

7.(U 

9.380.0113 

896.105.110 


«       106,373      8  3,068,0(9 

WUSl  i.JM.tf- 

• iaiffi      »       551.395 


a*7,00*,06« 

35.895!818 

811.108.228 


(51,7*5. 290 

*«-»7*.»*6 

8  2.920.3*4 


8      (9*,991       8  3,669,052 

«**-W0  3.572.711 

8        68.091       8        96.3*1 


8  9,250,000 

7.2**.9*1 

8  2.005.059 
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PEPAllTllttIT  OF   COWRCt 
tCHEBULE  Of   KCCtTID  PtW»«W  EKPEIIDITUKES  AMP   T«AI1SFE»S  OUT  IT  OejEg  AMD   fUMD    -   tUDSET  AMD  ACTUAL 
FOd   THE    FISCAL   TEA«   fMDED   JUME  10.    1992 


PHIOMAL  KDVICEt 
tolarin 

Othvr  CcHpvrwatton 
El^lo/n  (MMflli 
Total 


Public  Miglit  t 

Safaty  Haaiuraa  Financial 

"tvlllon      lurtau  Dlvitlon 

•M.S71  t2l9,087  tIM.ai 

1>75 

9.26}          57.819  115.23* 

iLSi        276.906  605. 546 


Control 


^rofaailonal 

t  Oco^Mtional  luslnaat 

Llccnalng  Oavalopaon 
'urtau  D'vition 


Housing 

Auiatanee 

Wfica  of 

Local 

Local 

Local 

Montana 

t  Coaauiity 

Rotearch  t 

Covari—nt 

Goverr— nt 

Proaotlon 

Oavalufnt 

Inforaation 

Sarvicot- 

Sarvicas- 

A*sj stance 

Division 

»urtau 

Sarvice 

Audlt 

?y«t«« 

A<*iiinistrati< 

OKIATINC  EXPENSEt 

Otliar  tarvlcas  1,07« 

ticpllas  I  Hatariala  ZJ 

ri— nicatlona  4W 

Traval  1C3 

•ant  1,3U 
Utilltlas 

•aiiair  I  Malntananca  SS7 

Othar  Expanaas  5,102 

fioodi  Purchaaad  For  Rasala      

Total  g.763 

NUIPICir  urn  IMTAMGIIU  Attnt 
E^Jlpnnt 
Intamtbla  Asaala 
Total 

LKAL  AUIITAia 
Froa  itata  lourcaa 

Total 

OUMTI 
Froa  ttata  iourcaa 
Pr«  Fadaral  toureaa 
rroB  Othor  lourcoa 
Total 

HHFITt  I  CUINS 
To  Individuals 
Total 

Tunrm 

Aceomttnt  Intlty  Tranafors 
Handstory  Transfars 
Total 

MIT  mvict 


U,0S2 
20,029 

7,*9e 
29,229 

9,692 

i,«3a 

20,736 
30,127 


20,060 
15,636 
13,396 
97,182 
15,972 

6,662 
64,952 


S137,768 

2,550 

32.563 

172.881 


12,460 
1,367 
7,967 

23,940 
6,130 

3,103 
21,854 


t     799,220 
77,475 


453,603 
43,491 
125,967 
199,895 
78,054 

47,867 
1,141,951 


133.731        at.JtS  76.821        2.090.828 


72,459 


72.459 


21,050 

1-336 

22.386 


10,366 


10-1«* 


35,364 
SIS 


-fiU 


Total 

TOTAL  PMMMH  EXPtlBITUUt 

KMiUL   PUB 
•udRotad 
Actual 

nt  tudRot  Authority 


VfCIAL   REVINUE  MD 
•udfotsd 
Actual 
Unapant  luc^at  Auttiorlty 

KTEIPRIK   PUDS 
■udHtod 
Actual 
iMiapant  ludfat  Authority 

IITRNAL  KIVICE   PUBS 
•udiatad 
Actual 
Uvpant  tudpat  Authority 

HHXPfBAiLE  TMRT   PUHOS 
■udgttad 
Actual 
'*<N>snt  ludHt  Authority 
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•iSaia   «*«30W  t   862.492   t260.068   t3. 189.553 


•507,806 
483.096 

»  24.710 


ttt.SZZ 

s 


M7,881 

66.599 

t  1.282 


»«93,005   *297,486 
862.492    260.068 

»  30.513  t   37.418 


S2,U2,696 

2. 224^437 

*  218.259 


*  991,634 
»   26.518 


t    672,400  t    463,281  t 


_!4Li95 
817.995 


416,845 
37,270 
84,326 

176,988 

74,384 

16 

11,149 

128,295 


104.786 
568.067 


1,342,430 
18,878 

3,150,288 
89,603 
28,341 

16,003 
146,306 


?l9.iT>      '..m.M 


19,015 

854 

1»-»69 


1,215,262 

45.000 


814,600 


$3,653,023 
Z-Z*6-605 

»1. 406. 418 


t3, 250, 000 
750.000 


5,605 


5-605 


1-569-293 
1-569.293 


489, U7 

4,600 

110.314 

604-361 


86,515 
24,827 
44,806 
45,980 
27,567 

28,444 
160,991 

*iy-130 


25,513 


25-513 


1,689,979 
14,848,575 

16-538.554 


_SS& 


-SS* 


231,761 

ai-wi 


$7,269,684  $29,409,156 

t.^?.W   17-355.807 

«     334.316     $12.053.349 


$177,586        $     568,790       $  86,923 


43.053 
220-639 


39,069 
12,513 
10,165 
3,635 
9,635 

3,539 
27,840 

106-396 


26,396 


26-396 


$6.935-368  $17.587.558    $353.431 


$355,915 

???.*?1 

$  2.484 


131.069 
699.859 


21,329 
21,947 
23,150 
71,195 
17,396 

6,149 
87,436 


17.708 
m-631 


9,124 

917 

4,727 

21,731 

2,658 

1,607 
21,627 


2*<-602  62-391 


35,891 
5-122 

*1-013 


90,761  50,720 


_9!LM  50-720 


$      90,763      $  50,720 

W-763  50.720 

$ 0      $ 0 


$1,314,083      $191,206 

W9.472         167.022 

$     324.611        $  24.184 


$  90,945 

18.57? 
109.517 


(uilding  Indian  Maalth 

Codes  Affairs         FacKitias 

Bureau        Coordinator    Authority 


912 

32 

1,315 

301 


9,605 
12.165 


$123,561 
121-682 

$     1.879 


708,607 

4,450 

176.030 

889.087 


33,457 
46,809 
42,379 
55,398 
17,399 

44,963 
173,180 

16-847 
*30-432 


172,506 


172-506 


$  98,622 

20,612 
119^234 


2,793 
1,293 
7,017 
18,355 
5,898 

535 

12,285 

48.176 


34,077 

32-701 


•118,130 

104.127 

1-376        $  14.003 


•1,484. 759        •102,7S9 

1-W9-324  63.283 

$      25.435        $  ^9:476 
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$  40,057 

2,050 

7.970 

50 !  077 


44,184 

591 

6,455 

9,541 

1,707 

140 
9,840 

72.^58 


$121-682        $1-492-025        •167.410        •122.535 


•iza.TSi 

122,535 
$    6.216 


Hontana 

Science 

f  Tech 

Alliance 

$     202,809 

4,150 

37.538 

2U>97 


99,145 
7,539 
18,948 
45,747 
16,848 

9,002 

34,505 

10 

ai.yu 


Montana 
toard  of 
Ho 


I     299,231 

5,300 

70.679 

574, 

,210 

Invastaents 

Division 

$      938,114 

9,650 

190,426 

1.13g!l9fi 


6.072 
462 


6.534 


653,789 


653.789 


622,906 

8,308 

28,877 

12,609 

30,134 

41,440 
47,288 

7»l.Sto 


48,765 
48.765 


179,862 
26,106 
41,664 
30,797 

126,535 

34,873 
123,457 

563.294 


5,385 

1.190 
6.575 


5,887,887 

49,132 

744,699 

40,003 

80,933 

14,232 

76,895 

13,710,117 

442.695 

21.046^593 


22,752 
3.298 


•oard  of 
Hcrse 
Rfccina 

$  80,458 

1,950 

14.380 

96^788 


36,169 
2,273 
7,394 

21,789 
3,261 

2,138 
18,013 

•9057 


26.050 


3,749,770 
i.74<>.770 


5.582,833 

5.Sa2.aSJ 


8,313,513 
$1.136.564       $1.215,557    $13.771.342       $27.729.419       $187.825 


$    467,828 
453.661 


$2,175,000 

682.903 

$1.492! 097 


$2,027,n9    $  9,035,225      $29,391,079 

1.215.557        8.567.890         27.729.419 

$     811.982     $  ' 


$  1.491,089 
1.453.682 

$       !7;40> 


$  6,000,000 
3.749.770 


•276,870 

187.825 

$  89.045 


Director/ 

Managaawnt 

Services 


Total 


$624,150      $8,091,414 

700  130, sn 

127.027  1.817.429 


55,733 

12,771 
19,094 
17,920 
18,998 

18,709 
12,920 


15,752 

934 

16.686 


9,379,639 

351,752 

4,390,812 

1,012,721 

572,886 

15,686 

374,531 

15,968,391 

459.552 

K.i4S.W 


522,891 

13.711 

536.602 


1.569.293 
1.569.293 


2,343,768 

16,063.837 

45.000 

18.452.605 


611 


4,705,851 
5.582.833 

\o.itii.iU. 


6,313.513 
554 

t.iU.M7 


$  97,199      $  3,446,003 

93.552  2.739.196 

$    3.647      $       706.607 


$48,066,760 
32.278.112 


•42,067.883 

3;.T91.895 

$  3.295.966 


$697,416      $  3,571.5(3 
631.156  3.436.Z35 

$-gtgs    $    m.uh 


t  9,2H,000 

4.499.770 

$  4!7;0.230 


Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1993 


Sainmary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental, 
Expendable  Trust,  and  Agency  Funds.   In  applying  the  modified 
accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to 
record  the  cost  of  employees'  annual  leave  and  sick  leave 
when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
and  Nonexpendable  Trust  Funds.    Under  the  accrual  basis,  as 
defined  by  state  accounting  policy,  the  department  records 
revenues  in  the  accounting  period  earned  if  measurable  and 
record  expenses  in  the  period  incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustments.    Accounts  are  organized  on  the  basis  of 
funds  according  to  state  law.   The  department  uses  the  following 
funds: 


Governmental  Funds 


General  -  accounts  for  all  financial  resources,  except  those 
required  to  be  accounted  for  in  another  fund.   General  Fund 
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accounts  include  the  department's  Weights  and  Measures  Bureau, 
Office  of  Research  and  Information  Services,  Public  Contractor's 
Licensing  Program,  Office  of  Indian  Affairs,  and  economic 
development  programs. 

Special  Revenue  -  to  account  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures  for 
specified  purposes.   Department  special  revenue  funds  include 
operations  of  the  Montana  Science  and  Technology  Alliance, 
assessments  paid  by  state-regulated  financial  institutions,  assess- 
ments on  Montana's  milk  products,  license  fees,  and  accommo- 
dations tax  funds.   The  department's  Housing  Assistance  and 
Community  Development  Block  grants  are  accounted  for  as 
federal  special  revenue  funds. 

Debt  Service  Fund  -  to  account  for  accumulation  of  resources 
for,  and  the  payment  of,  long-term  debt  principal  and  interest. 
Prior  to  July  1,  1991,  the  department  used  this  fund  type  to 
account  for  tax  moneys  which  were  used  to  back  bonds  or  to 
make  direct  or  guaranteed  loans  to  areas  affected  by  coal  mining. 
This  account  was  closed  in  fiscal  year  1991-92. 

Proprietary  Funds  Enterprise  Funds  -  to  account  for  operations  (a)  that  are 

financed  and  operated  in  a  manner  similar  to  private  business 
enterprises  --  where  the  intent  of  the  governing  body  is  that,  on 
a  continuing  basis,  the  enterprise  be  financed  or  recovered 
primarily  through  user  charges;  or  (b)  where  the  governing  body 
has  decided  that  periodic  determination  of  revenues  earned, 
expenses  incurred,  and/or  net  income  is  appropriate  for  capital 
maintenance,  public  policy,  management  control,  accountability, 
or  other  purposes.   The  Enterprise  Funds  at  the  department 
include  operations  of  the  Board  of  Housing,  the  Health  Facilities 
Authority,  the  Office  of  Developmental  Finance,  the  Montana 
Lottery,  Local  Government  Services  systems  and  audit  programs, 
and  the  State  Fund  Debt  Service  account. 

Internal  Service  Funds  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost-reimburse- 
ment basis.   Department  internal  service  funds   includes  opera- 
tions of  the  Director's  Office,  Local  Government  Services 
administration  program.  Management  Services  Division, 
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Fiduciary  Funds 


Investments  Division,  Business  Regulation  and  Licensing 
Support,  and  Professional  and  Occupational  Licensing 
administration. 

Trust  and  Agency  Funds  -  to  account  for  assets  held  by  a 
governmental  unit  in  a  trustee  capacity  or  as  an  agent  for 
individuals,  private  organizations,  other  governmental  units, 
and/or  other  funds.   These  include  Expendable  Trust  Funds, 
Nonexpendable  Trust  Funds,  and  Agency  Funds. 

Expendable  Trust  Fund  -  includes  settlement  money 
from  the  Burlington  Northern  lawsuit.   The  account  was 
established  as  a  result  of  a  trust  agreement  between  the 
department  and  Burlington  Northern.   The  account  was 
closed  in  fiscal  year  1991-92. 

Nonexpendable  Trust  Fund  -  includes  the  Permanent 
Coal  Trust  Fund  (coal  tax  moneys). 

Agency  Fund  -  includes  a  consumer  affairs  account,  milk 
producers  pool  and  receipts  from  horse  racing  exotic 
wagering.   This  fund  also  includes  the  Short-Term 
Investment  Pool  and  the  Montana  Common  Stock  Pool 
administered  by  the  Board  of  Investments. 


2. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.    Employees  are  paid  for  100  percent  of  unused  annual  and 
25  percent  of  unused  sick  leave  credits  upon  termination.    Accu- 
mulated unpaid  liabilities  for  annual  and  sick  leave  are  not 
reflected  in  the  accompanying  financial  schedules.   In  the 
Proprietary  Funds,  the  increase  in  annual  and  25  percent  of  the 
increase  in  sick  leave  are  recognized  as  nonbudgeted  expenses 
when  the  related  liability  is  recorded  at  year-end.   The  depart- 
ment absorbs  expenditures  for  termination  pay  in  its  annual 
operational  costs.    At  June  30,  1992  and  at  June  30,  1993,  the 
department  had  a  liability  of  $1,817,428  and  $2,045,106,  respec- 
tively. 
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Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
PERS  was  $506,774  in  fiscal  year  1991-92  and  $558,129  in  fiscal 
year  1992-93. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropri- 
ation limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


Nonbndgeted  Activity 


The  majority  of  the  department's  nonbudgeted  activity  is 
recorded  in  its  enterprise  fund  accounts.  The  Board  of  Housing 
and  Industrial  Revenue  accounts  include  $58.5  and  $54.5  million 
of  nonbudgeted  investment  earnings  and  related  nonbudgeted 
expenditures  in  fiscal  years  1991-92  and  1992-93,  respectively. 
The  payroll  tax  bonds  debt  service  account,  also  an  enterprise 
account,  recorded  a  $10  million  nonbudgeted  transfer-in  from 
State  Fund,  for  payment  of  principal  and  interest  due  on  the 
payroll  tax  bond  issuance.  The  State  Fund  debt  service  account 
also  recorded  a  $125  million  transfer  as  bond  proceeds  to  State 
Fund. 


Direct  Entries  to  Fund 
Balance 


Effective  fiscal  year  1991-92,  the  52nd  Legislature  transferred 
the  Transportation  and  Aeronautics  Divisions  to  the  Department 
of  Transportation  and  the  district  court  function  of  the  local 
government  services  program  to  the  Supreme  Court.   As  a  result, 
the  department  recorded  direct  entries  to  fund  balance  in  the 
General  Fund,  Special  Revenue  Fund,  Expendable  and 
Nonexpendable  Trust  Funds  in  excess  of  $4.5  million. 


The  52nd  Legislature  eliminated  the  Montana  In-State  Invest- 
ment Fund  (MISIF)  and  its  Loan  Loss  Reserve  Fund,  effective 
July  1,  1991.   As  a  result  of  the  elimination,  the  department 
recorded  direct  entries  to  fund  balance  in  the  debt  service  and 
Nonexpendable  Trust  Funds  in  excess  of  $1.6  million. 
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The  July  1992  Special  Session  required  a  transfer  of  $400,000 
from  the  Building  Codes  Bureau  and  $500,000  from  the  Board  of 
Housing  to  the  General  Fund.   The  department  recorded  these 
transfers  as  direct  entries  to  fund  balance. 


7.         Long-Term  Debt 


The  department's  bonding  activity  includes  the  Board  of  Housing 
(BOH),  the  Board  of  Investments  (BOI),  and  the  Montana  Health 
Facilities  Authority  (MHFA).   The  BOH  and  BOI  together  had 
recorded  current  and  long-term  notes  and  bonds  payable  of 
$519,522,363  and  long-term  notes  and  receivables  of 
$41 1,019,300,  respectively,  at  June  30,  1993.   These  assets  and 
liabilities  were  audited  separately.   The  Office  of  the  Legislative 
Auditor  (OLA)  performed  the  audit  of  the  BOI  and  a  private 
CPA  firm  under  contract  with  OLA  performed  the  BOH  audit. 
A  separate  report  is  available  from  OLA.   The  MHFA  issues  no- 
commitment  debt.   These  bonds  are  payable  solely  from  loan 
repayments  made  by  health  institutions  and  from  funds  created 
by  the  indentures  and  investment  earnings.   The  bonds  do  not 
constitute  a  debt  of  the  department  or  the  state  of  Montana  and 
are  not  recorded  on  the  accounting  records. 


8.  Agency  Fund  Activity 


Department  of  Commerce  had  the  following  balances  recorded  in 
its  Agency  Fund. 


Assets 
Cash 

Receivables 
Other  Investments 
Participant  ST  IP  Investments 
Long-Term  Securities  on  Loan 
Total  Assets 

Liabi I i ties 
Payables 
Allowance  for  Realized  Gains 

&  Losses 
Property  Held  in  Trust 
Accountability  to  STIP 

Participants-Units 
Accountability  to  MTCP 

Participants 
Due  to  Local  Governments 
Short-Term  Security  Discount 
Long-Term  Security  Discount 
Accountability  to  MTCVP 
Total  Liabi I i ties 


June  30.  1992 

$     367,764 

4,127,455 

1,239,789,399 

14,967,400 

30.353.793 

$1.289.605.811 


6,291,895 

125,422,555 
66,012 

520,038,100 

372,915,360 

260,634,900 

4,236,989 


$1.289.605.811 


June  30.  1993 

$    2,213,306 

14,634,137 

1,565,899,515 

139,596,400 

31.927.795 

$1.754.271.153 


$   72,345,123 

199,162,619 
20,703 

715,926,800 

429,683,346 

270,407,900 

5,815,351 

15,868,280 

45.041.031 

$1.754.271.153 
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Of  the  assets  and  liabilities  presented  above,  99.9  percent  is 
attributable  to  the  Board  of  Investments  Short-Term  Investment 
Pool,  the  Montana  Common  Stock  Pool,  and  the  Montana 
Convertible  Pool.   This  activity  is  audited  separately  and  a 
separate  report  is  available  from  the  Office  of  the  Legislative 
Auditor. 


9.      Cash  Transfers 


A  percentage  of  the  accommodations  tax  collected  by  the  state  is 
statutorily  appropriated  to  the  department  for  tourism  promotion 
and  promotion  of  the  state  as  a  location  for  motion  pictures  and 
television  commercials.  The  department  recorded  a  Cash 
Transfer  In  of  $6,693,1 16  and  $5,236,600,  related  to  this  activity 
in  fiscal  years  1991-92  and  1992-93,  respectively. 

There  is  also  within  the  state  Special  Revenue  Fund,  a  local 
impact  account.   Payable  to  this  account  is  17.5  percent  of  the 
coal  severance  tax  collected  by  Department  of  Revenue.   During 
fiscal  years  1991-92  and  1992-93,  Cash  Transfers  In  from 
Department  of  Revenue  to  the  Local  Impact  Account  totalled 
$2,577,927  and  $2,101,219,  respectively. 


10.    Prior  Year  Adjustments 


During  June  1991,  the  Board  of  Investments  (BOl)  issued  Muni- 
cipal Finance  Consolidation  Act  Bonds  for  the  School  District 
Pooled  Refunding  Program.   In  fiscal  year  1991-92,  BOI  errone- 
ously recorded  school  district  financial  activity  in  its  enterprise 
account  on  the  state's  accounting  records.   In  fiscal  year  1992- 
93,  BOI  corrected  these  errors  as  prior  year  adjustments. 


11.    PayroU  Tax  Bond 
Activity 


Chapter  797,  Laws  of  1991,  authorized  the  Montana  Board  of 
Investments  (BOI)  of  the  Department  of  Commerce  to  issue 
bonds  to  fund  the  unfunded  liability  in  the  state's  Workers' 
Compensation  Insurance  program.  These  bonds  are  payable 
from  the  employers'  and  employees'  payroll  tax.  The  employees' 
payroll  tax  became  effective  July  1,  1993. 

Upon  receipt  of  the  bond  proceeds,  BOI  recorded  a  long-term 
debt  payable.   However,  collections  of  the  payroll  tax,  interest, 
and  penalties  on  the  tax,  necessary  to  pay  the  principal  and 
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interest  due  on  the  bonds  are  deposited  in  the  Workers'  Compen- 
sation bond  repayment  account  on  the  State  Compensation  Insur- 
ance Fund's  financial  records.    As  a  result,  BOI  financial  records 
erroneously  show  a  long-term  debt  payable  of  approximately 
$138  million  resulting  in  a  $(123)  million  and  $(122)  million 
ending  fund  balance  in  the  department's  state  fund  debt  service 
enterprise  account  at  June  30,  1992  and  1993,  respectfully.   This 
payable  is  a  liability  of  the  State  Compensation  Insurance  Fund. 


12.    Unspent  Budget 
Authority 


The  1991  Legislature  provided  a  General  Fund  biennial  appropri- 
ation for  the  planning,  design,  and  all  phases  of  construction  for 
the  Lewis  and  Clark  National  Historic  Trail  Interpretive  Center 
in  Great  Falls.   The  money  was  to  be  used  as  match  to  federally 
appropriated  funds.  Since  the  federal  funds  were  not  received, 
the  General  Fund  appropriation  reverted  to  the  General  Fund  in 
fiscal  year  1993-94. 
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MONTANA 
DEPARTMENT  OF  COMMERCE 


Director's  Office 

1424  9th  Avenue   PO  Box  200501 

Helena,  MT  59620-0501 


Al-K  I  5 


Phone 
FAX 
TDD 


.:"0" 


(406)  444-3494 
(406)444-2903 
(406)  444-2978 


April  13,  1994 


Mr.  Scott  S.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena,  MT  59620 

Dear  Mr.  Seacat: 

Enclosed  is  our  response  to  the  financial-compliance  audit  of  the  Department  of 
Commerce  for  the  fiscal  years  1992  and  1993. 

Considering  the  size  and  diversity  of  the  department,  we  are  proud  and  very 
pleased  at  the  small  number  of  recommendations,  although  we  will  strive  to 
implement  them  to  the  best  of  our  ability. 

Thank  you  for  the  opportunity  to  respond. 


Director 
Enclosure 
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DEPARTMENT  OF  COMMERCE 
RESPONSES  TO  AUDIT  RECOMMENDATIONS 


RECOMMENDATION  #1 

We  recommend  the  department  record  expenditures  when  warrants 

are  written. 

RESPONSE 

The  department  concurs.   Procedures  have  been  corrected  and 

expenditures  are  now  being  recorded  when  warrants  are  written. 

RECOMMENDATION  #3 

We  recommend  the  department  establish  an  efficient  system  for 

Section  8  contract  payments. 

RESPONSE 

The  department  conditionally  concurs.    Prior  to  March,  1994, 
the  warrant  run  for  the  2,200  payees  was  reviewed  and  in  the 
2  0  instances  where  landlords  were  receiving  separate  warrants 
at  the  same  address  for  no  identified  reason,  the  system  was 
corrected  and  the  warrants  combined.  In  March  of  1994,  with  new 
software,  the  warrant  run  program  was  adjusted  to  accomplish 
the  following: 

1.  Up  to  7  payments  can  be  paid  on  a  single  warrant  -  with 
the  separate  identifying  tenant  information  included  on 
the   warrant  advice. 

2.  When  more  than  seven  payments  are  needed,  an  additional 
warrant  and  advice  will  be  mailed. 

3.  When  multiple  warrants  are  requested  and  justified  by 
the  landlord,  we  will  accommodate  that  justifiable 
request. 

RECOMMENDATION  #4 

We  recommend  the  department  account  for  Section  8 

administrative  fee  as  revenue  earned. 

RESPONSE 

The  department  concurs.   The  administrative  fee  will  be 
accounted  for  as  revenue  earned  in  FY  94.   The  Section  8 
reserves  will  be  recorded  as  restricted  fund  balance  at  EYE  94. 


RECOMMENDATION  #5 

We  recommend  the  department: 

A.  Establish  monitoring  procedures  to  ensure  proper  reversion 
of  county  land  planning  funds  to  the  state  school 
equalization  account. 

B.  Determine  the  disposition  of  the  $46,244  and  $38,304  in 
funds  rebudgeted  in  excess  of  the  amount  allowed  by  law 
and  make  any  necessary  reversions  to  the  state  school 
equalization  account. 
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C.    Seek  to  amend  the  law  requiring  a  fixed  allotment  of 
county  funds. 

RESPONSE 

A.  The  department  concurs.   To  the  extent  that  the  department 
can  continue  to  operate  this  legislatively  defined 
entitlement  local  grant  program  without  requiring  a 
dedicated  staff  resource,  we  will  continue  to  improve  the 
instructions,  the  reporting  forms  and  the  program 
accounting. 

B.  The  department  does  not  concur.   The  department  continues 
to  believe  that  these  funds  in  question  have  been 
legitimately  locally  accrued  -  not  rebudgeted  -  and 
therefore  are  not  in  violation  of  the  budgeting  law  nor 
are  appropriate  for  reversion. 

C.  The  department  conditionally  concurs.   To  the  extent  the 
legislature  sees  it  appropriate  to  amend  such  details,  we 
will  operate  within  such  statutory  direction.  Existing  law 
gives  direction  for  two  defined  methods/ levels  of  funds 
distribution,  an  issue  that  needs  to  be  considered  in  such 
amendments . 


RECOMMENDATION  #6 

We  recommend  the  department: 

A.  Comply  with  its  responsibilities  under  the  New  Motor 
Vehicle  Warranty  Act. 

B.  Evaluate  the  effectiveness  of  provisions  under  the  Act  and 
seek  legislation  to  amend  the  law. 

RESPONSE 

A.  The  department  concurs.   An  arbitration  procedure  has  been 
developed  and  administrative  rules  to  implement  the 
procedure  have  been  drafted.   The  consumer  is  also  advised 
of  the  rights  and  remedies  available  under  the  New  Vehicle 
Warranty  Act. 

B.  The  department  concurs,  and  will  submit  as  part  of  the  EPP 
process,  legislation  to  amend  the  law  to  either  remove  any 
department  oversight  of  the  New  Vehicle  Warranty  Act  or 
request  funding  for  the  program  so  as  to  fulfill 
requirements  mandated  by  law. 

RECOMMENDATION  #7 

We  recommend  the  department: 

A.  Complete  the  compilation  of  financial  statements  as 
required  by  law  or  evaluate  the  need  for  statutory 
revision  of  compilation  requirements. 

B.  Establish  a  system  to  document  time  spent  assisting  cities 
and  towns  and  recover  the  costs  incurred  providing  such 
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assistance. 

C.    Spend  non-General  Fund  money  first  in  accordance  with 
state  law. 


RESPONSE 

A.  The  department  concurs.   We  will  be  analyzing  the  utility 
of,  extent  of,  and  the  reporting  process  of  local 
financial  statements  in  view  of  a  proposed  reorganization 
of  our  future  systems  obligations  and  capacity. 

B.  The  department  conditionally  concurs.  Re  Billing  for 
Services  Provided  -  This  program's  system  of  documenting 
staff  time  will  be  improved.  Where  our  services  are 
appropriate  and  can  be  appropriately  charged  to  an  entity, 
we  will  continue  to  do  so.   Where  it  is  further 
appropriate  for  our  services  and  we  cannot  charge  for  such 
services  for  a  defined  and  appropriate  reason,  we  will 
continue  to  do  so.   The  legislature's  recognition  that 
this  program  has  legitimate  generally  defined  unbillable 
hours  is  acknowledged  by  the  general  fund  support 
appropriated  to  this  program. 

Re  Unsupported  Charges  to  a  Federal  Grant  -  The  U.S. 
Department  of  Housing  and  Urban  Development  (HUD) 
"Administrative  Requirements  for  Grants"  (24  CAR  Part 
85.20)  requires  that  the  Department  of  Commerce  assure 
that  the  financial  management  systems  of  CDBG  recipients 
meet  certain  minimum  standards  regarding  financial 
reporting,  accounting  records,  internal  and  budget 
control,  allowable  costs,  source  documentation  and  cash 
management.   Prior  to  1991,  local  governments  executed  a 
lump  sum  contract  with  the  Local  Government  Assistance 
Division  to  receive  financial  management  assistance.  Lump 
sum  contracts  sampled  were  billed  on  a  lump  sum  basis. 
Beginning  in  1991,  all  technical  assistance  contracts 
converted  to  a  hourly  cost  system  based  upon  documented 
time  and  services  provided.   In  addition,  in  some 
communities  it  was  necessary  for  Local  Government  staff  to 
assist  the  local  clerk  compile  financial  statements  of  all 
government  expenditures  as  part  of  the  CDBG  funded 
technical  assistance  in  order  to  have  records  necessary  to 
meet  the  project  closeout  and  audit  requirements  of  the 
CDBG  program.   This  process  was  not  solely  a  function  to 
comply  with  state  law,  but  was  necessary  to  meet  HUD  audit 
requirements  as  well. 

C.  The  department  does  not  concur.   The  support  of  general 
funds  appropriated  to  this  program  acknowledges  the  need 
for  state  fiscal  participation  in  the  performance  of  the 
program  mission.    Some  agreement  on  how  to  account  for 
such  fiscal  participation  needs  to  be  developed  so  as  not 
to  mechanically  violate  this  law. 
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RECOMMENDATION  #8 

We  recommend  the  department  prepare  and  distribute  the  county 

collection  manual  required  by  state  law. 

RESPONSE 

The  department  conditionally  concurs.   While  the  department 
continues  to  support  the  purpose  of  the  legislation  which  the 
Legislative  Audit  Committee  sponsored  in  1987,  the  department 
has  not  been  able  to  secure  the  necessary  funding  to  comply. 
This  report  suggests  that  other  program  fund  balances  might  be 
used  to  accomplish  this  function.  Programs  significantly 
operated  on  a  proprietary  fund  basis,  do  not  start  new  ongoing 
operations  and  thus  zero  out  existing  fund  balances.   Such 
actions  would  be  putting  in  jeopardy  the  future  capacity  to 
meeting  existing  program  obligations.   The  department  will 
again,  for  the  fifth  time,  submit  a  budget  request  for  general 
fund  resources  to  adequately  implement  the  law.   Four  previous 
requests  for  such  funding  have  been  denied. 

RECOMMENDATION  #9 

We  recommend  the  department: 

A.  Develop  documentation  of  Transfer  Warrant  Claim  system, 
periodically  review  and  document  access,  and  ensure 
complete  processing  of  transactions  entered  on  the  system. 

B.  Perform  and  document  an  analysis  to  determine  the  cost 
effectiveness  of  using  the  Transfer  Warrant  Claims  system. 

RESPONSE 

A.  The  department  concurs.   Documentation  of  the  Transfer 
Warrant  Claim  system  will  be  developed  which  will  include 
a  review  procedure  for  document  access.   The  department 
has  implemented  procedures  to  ensure  the  complete 
processing  of  transactions  entered  on  the  system. 

B.  The  department  concurs.   The  department  is  in  the  process 
of  performing  a  documented  cost  analysis. 

RECOMMENDATION  #10 
We  recommend: 

A.  The  Board  of  Barbers  perform  annual  inspections  of 
barbershops,  schools,  and  colleges  as  required  by  law. 

B.  The  department  meet  the  reporting  requirements  for  weights 
and  measures  and  abandoned  property  set  forth  by  law. 

C.  The  department  adopt  the  necessary  rules  as  required  by 
law,  or  evaluate  the  need  for  statutory  revisions  of  rule 
requirements . 

RESPONSE 

A.    The  department  concurs.   Consolidation  of  the  boards  of 
cosm.etology  and  barbers  would  cause  the  sharing  of 
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resources  which  would  give  the  board  ample  manpower  to 

conduct  all  inspections  on  an  annual  basis  without  raising 

fees  to  either  occupation.  The  department  is  pursuing  the 
consolidation  option. 

B.  The  department  concurs  and  will  follow  the  required 
reporting  procedures  for  Weights  and  Measures.   Testing 
for  abandoned  property  will  be  a  standard  examination 
procedure.   When  abandoned  property  is  identified  in  a 
financial  institution,  we  will  make  a  report  to  the 
Department  of  Revenue. 

C.  The  department  concurs.   We  believe  the  rules  required  by 
these  laws  are  unnecessary  at  this  time.   We  will  seek  to 
have  the  laws  amended,  replacing  the  mandatory  rule-making 
language  with  permissive  language. 

RECOMMENDATION  #11 

We  recommend  the  department  implement  procedures  to  secure  cash 
collections  by  separating  the  cash  collection  functions  or 
establishing  alternative  control  procedures. 

RESPONSE 

The  department  concurs.   The  Financial  Division,  Board  of  Horse 
Racing,  Weights  and  Measures  Bureau,  and  the  Consumer  Affairs 
Unit  have  instituted  internal  controls  to  provide  for  a 
separate  reconciliation  between  cash,  license  activity,  and 
SBAS  at  month  end.   Limited  staffing  prevents  these  programs 
from  separating  cash  collection  and  deposits  beyond  the 
reconciliation  process.   The  Professional  &  Occupational 
Licensing  Bureau  already  separates  the  reconciliation  function 
in  most  of  its  boards.   The  process  will  be  implemented  in 
those  boards  which  are  not  currently  operating  in  that  manner. 

RECOMMENDATION  #12 

We  recommend  the  department  deposit  collections  in  a  timely 

manner  in  accordance  with  state  law. 

RESPONSE 

The  department  conditionally  concurs.   Implementation  of  a 
centralized  cash  collection  function  is  still  not  feasible  in 
the  department  because  of  operational,  staffing,  and  funding 
considerations.   We  will  ensure,  to  the  extent  possible,  timely 
depositing  in  the  individual  programs. 

RECOMMENDATION  #13 

We  recommend  the  department  establish  procedures  to  account  for 

cash  receipts  and  reconcile  receipts  to  amounts  deposited. 

RESPONSE 

The  department  concurs.   Limited  staffing  prevents  the  Board  of 
Horse  Racing  from  separating  cash  collection  and  deposits 
beyond  the  reconciliation  process.   Licensing  procedures  have 
been  corrected.   SBAS  will  be  reconciled  monthly.   Professional 
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and  Occupational  Licensing  already  separates  the  reconciliation 
function  in  most  of  its  boards.   The  process  will  be 
implemented  in  those  boards  which  are  not  currently  operating 
in  that  manner. 
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PO  BOX  200101 
HELENA,  MONTANA  S9620-0101 


April  15,  1994 

Mr.  Scott  A.  Seacat 
Legislative  auditor 
Office  of  the  Legislative  Auditor 
State  Capitol  Building 
Helena,  Montana     59620 

Dear  Mr.  Seacat: 

The  following  is  our  response  to  the  recommendation  made  to  the  Department  of 
Administration  in  the  financial-compliance  audit  of  the  Department  of  Commerce  for  the 
two  fiscal  years  ended  June  30,  1993: 

RECOMMENDATION  2 

WE  RECOMMEND  THE  DEPARTMENT  OF  ADMINISTRATION  FOLLOW  ITS  ESTABLISHED 
CONTROL  PROCEDURES  TO  SAFEGUARD  THE  TREASURY  CASH  ACCOUNT. 

Response 

We  concur.    This  recommendation  was  implemented  as  of  February  1,  1994. 

Thank  you  for  the  opportunity  to  respond  to  your  report  recommendations. 

Sincerely, 


-f= 


'cm:>  "V?'ar'^'-»p,<»j0-0> 


Lois  Menzies 
Director 
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